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Mae places the focus of business—any business—on the consumer. It is therefore 
no wonder that, as marketing becomes more and more pervasive in today’s business 
environment, increasing interest is being shown in the study of consumer behaviour. 
Marketers are realising the importance of understanding their consumers if they wish to 
develop more effective marketing strategies. 

Adapting a text for the purposes of the Australasian student market involves the time- 
consuming process of selecting the fundamental and universal concepts and theories, and 
setting them in a context that is both meaningful and relevant to our local students. When 
a book enters a second edition, more opportunities are available to revisit and confirm the 
relevance of these concepts and theories, and to update the contextual elements so important 
for students’ understanding and motivation. 

In the case of Consumer Behaviour: Implications for Marketing Strategies, the initial 
process of adaptation for the first edition involved a restructuring of the book. As a 
consequence, the framework of decision processes was presented before the text moved on 
to the influences, both external and internal, that affect these processes. It is our experience 
as lecturers in the area of consumer behaviour that the early introduction of the decision- 
process concept and the initial understanding of the steps involved do contribute 
significantly to students’ ability to grasp the many interactions that can be expected from 
the variety of influences at work in the process of consumer choice. 

This second edition follows the same approach, but it should be noted that the book 
structure, based on distinct sections, or parts, allows for a different progression for those 
lecturers who prefer to cover the decision process at a later stage in their courses. 

The Australasian editions are unique in providing an additional chapter dedicated to the 
complex and difficult questions of ethics and consumerism, both of which are issues high on 
the public agenda. This chapter is critical for the purpose of developing students’ awareness 
of such matters, and provides them with adequate information on the legislation pertinent 
to the area of consumer protection. 

Throughout the book, these universal and fundamental concepts of consumer behaviour 
are presented with the support of Australian or New Zealand examples, using local products 
and services familiar to our students and reflecting their own cultures, lifestyles and 
purchasing environments. Local advertisements are also used, to illustrate key ideas further. 
For each concept under study, implications are also discussed, thus providing the necessary 
connection that we feel should exist between theory and practice. 

This new edition also provides for a new perspective on some emerging aspects of 
consumer behaviour. For example, the impact of technology and of the Internet in particular 
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is reflected not only in the text, but also in the provision of numerous Website addresses 
which the students are invited to visit, and which are also used as a basis for some of the 
Project questions. This edition also provides a completely revised and updated section on the 
demographic aspects of the Australasian population, as well as a revised and updated 
section on consumer-protection legislation. 

We have also introduced many ethical dimensions in the text as a whole. Marketing 
techniques are often criticised by the public and various interest groups, and there are 
sometimes negative aspects to marketing decisions. These, we feel, should not be ignored, 
but, rather, discussed and assessed by students so that they can develop early an ethical 
stance in relation to consumers and marketing. 

Furthermore, in addition to a large number of topical and relevant examples and 
advertisements throughout the text, entirely new and original case studies have been 
included in this second edition, to enhance learning by providing the opportunity for a 
practical and topical application of the concepts covered in each section. These cases have 
been developed specifically by both ourselves and a number of valued contributors, in order 
to highlight relevant aspects of Australasian consumer behaviour. 

Each chapter of this second edition provides Learning objectives and Key terms to assist 
students’ learning as well as, uniquely, Website addresses for the companies named in the 
chapter. For lecturers, the book is accompanied by an Instructor’s Manual, which provides 
a summary of the chapter and a list of hints and tips, key answers for all review and 
discussion questions, notes and solutions for the cases, a testbank of multiple-choice 
questions, and masters for overhead transparencies. In addition, PowerPoint presentations 
are available to adopters of the book. 

Our students’ feedback on the previous edition has confirmed the effectiveness of a logical 
and structured coverage of the topic of consumer behaviour, and the appeal of the local and 
relevant illustrations provided. We hope to have succeeded in making the second edition 
equally as effective in achieving this intent. 

We are also grateful for the comments of several reviewers of the first edition, who have 
helped us to make this second edition even better. Special thanks are due to Jan 
Charbonneau (Central Queensland University), Len Coote (Griffith University), Ron Groves 
(Edith Cowan University), Michael Harker (Sunshine Coast University College), Andrew 
Jardine (Massey University), Marilyn Jones (Bond University), Kimble Montagu (Monash 
University), Raju Mulye (RMIT, Melbourne), Lois Patton (Curtin University of 
Technology), Jane Summers (University of Southern Queensland), Sarah Todd (University of 
Otago) and Peter Vitartas (Southern Cross University). 

We have attempted to provide users of this text, both lecturers and students, with a useful 
and enjoyable text. Many individuals and organisations have contributed to this effort, and we 
are grateful in particular to our case-study contributors: Bill Callaghan (RMIT, Melbourne); 
Rean du Toit (Consumer Contact Communications Ltd); Lynne Eagle (Massey University); 
Mike Ewing (Curtin University of Technology); Al Marshall (University of New South Wales); 
Brett Martin (University of Otago); Kimble Montagu (Monash University); Tony Peloso 
(Queensland University of Technology); and Peter E. Wagstaff (Monash University). 

Thanks are due to Avril Janks, our editor, who toiled endlessly to spot all our mistakes. 
To Caroline Hunter, our production manager, and Leonie Walton, our acquisitions editor at 
McGraw-Hill, we also express our gratitude. Any failings of the book would be ours and 
ours alone. 

C. NEAL 
P. QUESTER 
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SECTION ONE oe 


ntroduction 


What is consumer behaviour? Why should we study it? Do marketing managers actually utilise 
knowledge about consumer behaviour when they are developing marketing strategies? How can we 
organise our knowledge of consumer behaviour in order to apply it more effectively? 


These, and a number of other interesting questions, are addressed in the first chapter of the text. 
This chapter seeks to indicate the importance and usefulness of the material that is covered in the 
remainder of the text, as well as to provide an overview of this material. In addition, the logic 
underlying the model of consumer behaviour (see previous page) is presented. 


CHAPTER 1 


onsumer behaviour 
and marketing strategy 


Chapter objectives 


When you have worked through this chapter, you should understand: 


» why studying the consumer is important for marketers 

» the implications of consumer behaviour for marketing strategy 
» the different components of a consumer-behaviour audit 
> 


that consumer behaviour is also relevant for non-profit organisations, as well as 
government agencies or consumer groups 


V 


a working model of consumer behaviour 


V 


the structure of this book, as well as the logic of its argument 


1.1 


T.2 


SECTTON. ONE INTRODUCTION 


f all of the new products offered to consumers by marketers, many are short lived. For 

example, when Ardmona launched in March 1994 what it thought the market 
wanted—pasta sauces and casserole bases packaged in a convenient yogurt-type package— 
it anticipated strong sales results in Victoria. This product was based on positive market- 
research findings and the proven performance of similar competing products such as 
Chicken Tonight. Yet, less than a year later, the new product was withdrawn from the 
market at a cost of $A1 million to the company. 

A similar fate was experienced by reduced-fat spreads, which both Goodman Fielder and 
Unilever were convinced would take off, riding the wave of health consciousness that 
appeared to emerge in Australasia in the late 1980s. Reduced-fat spread sales only ever 
achieved a modest 6 per cent share of margarine sales before being abandoned in 1994— 
despite the success of other cholesterol-free food products. 

Other examples of product failures abound. Some of these products were innovative, such 
as Tab Clear, which confused consumers as it was a totally transparent form of its 
traditional version. Consumers do not associate any taste with transparent liquid, hence the 
confusion that prevented its success. Some were more imitative, such as Uncle Ben’s failed 
attempt at capturing some of Chicken Tonight’s success, by launching its own brand of 
ready-to-mix, convenience cooking sauce. Even pre-tested television programs can fail to 
deliver the expected audiences. After a positive response from test viewers, Echo Point, 
which appeared on Channel 10 as an early-evening weekday drama, was subsequently 
moved to less and less popular time slots. 

Sometimes the reasons become clear: the price is simply too high in relation to the 
perceived benefits (as Unilever discovered when Lever 2000, its new soap combining 
moisturising, cleaning and anti-germ qualities, failed), the formulation has changed (as was 
the case for Ardmona’s Little Ripper range of sauces), or there was simply no need or want 
for the product in the first place (as Swan realised to its expense, when it persisted with a 
beer targeting the female segment despite research showing this could fail). 

Sometimes, however, the causes are less obvious, and it may be possible to take remedial 
action. When Bio-Zet was launched by Kao Corporation, for example, disappointing sales 
masked the fact that those who did try it became repeat purchasers. So a change in 
strategy, emphasising sampling and trial, was put in place, and this ensured Bio-Zet’s 
survival.! 

These examples show that the key to successful marketing strategy, both domestically and 
globally, is often based on a thorough understanding of consumer behaviour—that is, on an 
understanding of how and why consumers purchase (or don’t purchase) products and 
services. A knowledge of consumer behaviour is relevant to all types of enterprises— 
business firms (e.g. Unilever), non-profit organisations (e.g. the Cancer Society), and 
government agencies involved in regulating marketing activities, such as the Australian 
Competition and Consumer Commission (ACCC). 

Understanding consumer behaviour has a further function. It is also essential for 
appreciating how various societies function, as consumption is an important activity in all 
cultures. 

The purpose of this text is to provide such a key. As shown in Figure 1.1, consumer 
behaviour includes observable behaviours such as the amount purchased, and when, with 
whom, by whom, and how purchases are consumed. It also includes non-observable 
variables such as consumers’ values, personal needs and perceptions, what information they 
have in memory, how they obtain and process information, how they evaluate alternatives, 
and how they feel about the ownership and use of various products. 
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5, igure 1.1 Multiple influences on consumer behaviour 
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Consumer behaviour and marketing strategy 


Top executives in large multinational companies are aware of the contribution that an 
understanding of consumer behaviour can make to the long-term success of their company’s 
product. Indeed, understanding, and therefore learning to anticipate, consumer behaviour is 
the key to planning and managing in today’s ever-changing marketing environment.’ In 
operational terms, gaining this understanding involves a continuous process whereby 
marketing researchers talk to hundreds of consumers to find out, among other things: 


What consumers think of a company’s products and those of competitors. 
What they think of possible improvements in these products. 

How they use these products. 

What attitudes they have about these products and related advertising. 
What they feel about their ‘roles’ in the family and society. 

What their hopes and dreams are for themselves and their families. 


VVVVVYV 


Today’s consumers hold firms responsible not only for the quality of their products and 
advertising, but also for the social and environmental consequences of manufacturing and 
using the products. Australian manufacturers have been quick to seize the opportunity to 
gain a ‘green’ image, and many products carrying the logo for recyclable packaging material 
have been launched. In New Zealand, the trend is the same, and a division of the plastic 
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packaging supplier Carter Holt Harvey, Finepak, now sells a new range of CFC-free, 
recyclable packaging.? 

As outlined in Figure 1.2, consumer behaviour tends to be product and situation specific. In 
other words, purchase and consumption behaviour may vary from one product to another, or 
even from one use to another for the same product. For this reason, the insight gained in one 
consumer behaviour study is not always transferable from one marketing situation to another. 

The examples of product failures at the beginning of the chapter illustrate the importance 
of understanding consumer behaviour in order to develop an effective marketing strategy or 
to regulate marketing practices. These examples suggest three aspects of the current 
knowledge of consumer behaviour. 

First, if commercial firms, non-profit organisations and regulatory agencies are to make 
successful marketing decisions, they require extensive information on consumer behaviour. 
The emergence of environment-friendly practices and the implementation of recycling 
methods demonstrate that organisations are applying theories and information about 
consumer behaviour on a daily basis. 
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Second, each of the examples also had as a component the collection of information 
about the specific consumers involved in the marketing decision at hand. At its current stage 
of development, therefore, consumer-behaviour theory provides the manager with the 
proper questions to ask. However, given the importance, with consumer behaviour, of the 
specific situation and product category, it will often be necessary to conduct research to 
answer these questions. 
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Finally, the examples indicate that consumer behaviour is a complex, multidimensional 
process. Despite a positive response from test consumers, Echo Point’s rating was low, and 
Ardmona sauces and reduced-fat margarines failed. Yet an early understanding of the 
purchase behaviour of Bio-Zet consumers made it possible to turn a disappointing start into 
a positive market position. 

It is clear, therefore, that understanding and correctly interpreting consumer wants is a 
whole lot easier said than done. As a result, consumer research is fundamental to any 
marketer’s attempt at getting to know his or her markets. Elements of consumer research are 
provided in Appendix A of this text. It is important to note that the same rigorous process 
of data collection that applies to any marketing research also applies to research focusing on 
consumer behaviour, and that the quality of the information collected invariably dictates the 
reliability of the conclusions that can be drawn from it. 

Ultimately, an understanding of consumer behaviour is required by managers for the 
purpose of making better marketing decisions. The following section, therefore, reviews the 
implications a knowledge of consumer behaviour can have for marketing management. 


Managerial implications of consumer behaviour 


The primary goal of this book is to help you obtain a useable managerial understanding of 
consumer behaviour. The key aspect of this objective is found in the phrase useable 
managerial understanding. It is important to increase your understanding of consumer 
behaviour in order to become a more effective marketing manager. The book’s secondary 
goal is to enhance your general understanding of a major aspect of human behaviour. Most 
developed societies are legitimately referred to as consumption societies. A knowledge of 
consumer behaviour can enhance your understanding of yourself and your environment. 

Sufficient knowledge of consumer behaviour currently exists to provide a useable guide 
to marketing practice; however, the state of the art is not sufficient for anyone to write a 
‘cookbook’ with guaranteed recipes for success. This book will address the issue by 
illustrating how some firms have been able to combine certain ingredients for success under 
specific conditions. 

However, as conditions change, the quantities and even the ingredients required for 
success may change. It is up to you as a student and future marketing manager to develop 
the ability to apply this knowledge to specific situations. To assist you, example situations 
and questions have been included at the end of each chapter, along with a series of short 
cases at the end of each section which can be used to develop your application skills. 


Aspects of marketing strategy 


Before outlining the consumer-behaviour topics to be covered, it is important to review 
several important aspects of marketing strategy which will be used throughout this book. 
Each is discussed in the context of consumer behaviour to reinforce the importance of 
understanding consumer behaviour and using it to help develop marketing strategy. 


Positioning strategy 


It is important to have an understanding of how your product is positioned in the minds of 
target consumers. Without knowing how your brand or store is perceived in the 
marketplace, it is difficult to develop effective marketing strategy. For example, Kmart 
evolved from a ‘bargain’ store in the 1970s to a discount store in the 1980s. However, in the 
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1990s its management, aware of a different set of market conditions, would like to 
reposition Kmart as a higher quality, higher priced store. In order to achieve this objective, 
management must first understand its current position. 

Figure 1.3 is an example of how Kmart could analyse its current position. In this example, 
10 store attributes considered by target consumers to be important are used to compare 
Kmart’s current position with the company’s target competitors. By using consumers to 
make these comparisons, Kmart can learn: 


» Which attributes are critical. 
» Where it stands with these critical attributes in comparison to the competition. 
» The degree to which different segments of the consumer market share the same perceptions. 
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Positioning can be based on real or perceived product advantages. For example, Soy Life 
differentiates itself from other soy milk brands as the only non-UHT packaged product of 
this kind (see Exhibit 1.1). 


Market segmentation 


Market segmentation is the basis of most marketing strategies. It involves developing 
specific marketing programs targeted at consumer groups with unique needs and/or 
purchasing processes. In order to develop successful marketing strategies, marketers must 
understand how markets are segmented and how consumer behaviour differs from one 
market segment to another. 


New products 


Thousands of new products are introduced annually into the marketplace. To be successful, 
a new product must solve a consumer problem. Therefore, marketers need to understand 
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xhibit 1.1 Positioning strategy 


is kept fresh in the fridge, not on the shelf. So the next time you're after a retreshing, 


health-conscious drink which contains no cholesterol or lactose, look for Soy Life, \ 


Soy Lift “Low Fat’ or new Soy Lite Vanilla in your supermarket tridge. 


very thoroughly both the needs and desires of potential consumers, and the ways in which 
product features can be combined to satisfy these needs and desires. 

A product such as the Mitsubishi Cube microwave oven is the result of listening to 
homemakers complain about the counter space their microwave ovens occupied. The 
success of this product has led several appliance manufacturers to introduce other space- 
saving kitchen appliances. Exhibit 1.2 illustrates a communication effort designed 
specifically to address a particular consumer group’s want. Its success will depend on 
whether the targeted consumers believe that the product can deliver what is claimed. 


New market applications 


A great many successful products can find continuing success when new markets for the 
product are discovered. Again, examining consumer behaviour can yield insights that can 
produce new marketing opportunities when the right strategy is put in place. 

An excellent example is the refrigerator. Refrigerators are a mature product (virtually 100 
per cent household penetration in Australia and New Zealand), with a long replacement 
cycle. However, several Japanese firms have recently redesigned the product to a compact 
size (one-tenth of the standard size), and have repositioned it as a convenience item for the 
office, upstairs bedroom or deck, rather than a necessity for the kitchen. Sales have boomed. 
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xhibit 1.2 |New product based on wants 


THE NO WORRIES SNACK EATER. | | THE NO WORRIES SNACK. 


Global marketing 


Marketing a product abroad offers some exciting opportunities. A standardised marketing 
strategy is the easiest way to go global, because it requires no changes in the elements of the 
marketing mix, nor any changes in the nature of the population segment to whom the 
product is marketed. However, while they may be both cohesive and less expensive, 
standardised strategies may fail when a theme does not have universal appeal. 


Marketing mix 


Products, prices, distribution and promotion are adjusted to obtain a chosen marketing mix 
and resulting product position within the selected target market(s). A sound understanding 
of consumer behaviour is necessary in order to structure the marketing mix properly. For 
example, a firm desiring a high-quality position for a brand may need to price the brand 
higher than the competition, if the target market believes in a price—quality relationship. 
Consider the problem faced by the sugar industry. The producers of sugar would like sugar 
to be positioned in such a way that ‘... consumers appreciate its superior taste and performance 
as a safe and essential food, as a food that fits into everyone’s lifestyle, particularly the active’. 
However, research indicates that many consumers have a negative image of sugar. In an 
Australian study conducted in 1982, only 24 per cent of respondents agreed with a statement 
that ‘Sugar is basically good for you if eaten in moderation’, while 63 per cent thought that 
‘Sugar is bad for your teeth’, and 48 per cent said ‘... (it) is very bad for general health’. 
Obtaining the desired product position for sugar clearly required extensive promotional 
activities. But the probability of the industry’s success depended on its understanding of how 
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consumers search for and process information, as well as the learning principles that govern 
what they remember. To be successful, the marketing efforts of the sugar producers had to be 
based on an understanding of consumer behaviour. In fact, after two years of intensive 
advertising and promotion, a survey identical to the one conducted in 1982 revealed that: 38 
per cent now agreed with the statement that ‘Sugar is basically good if eaten in moderation’; 
55 per cent supported the statement that ‘(it) is bad for the teeth’; and only 29 per cent 
believed that ‘(it) is very bad for general health’—a very noticeable improvement indeed. 


The consumer-behaviour audit 


Clearly, it can be a very daunting task for a marketer to consider all of these important 
factors when he or she is analysing the market. At this time, the consumer-behaviour audit 
can prove very useful. Such an audit allows a systematic review of all important aspects of 
consumer behaviour when marketing decisions are made, and is also a valuable tool when 
marketing strategies are evaluated. 

In this audit, a list of key questions is provided as a guide to developing marketing 
strategy from a consumer-behaviour perspective. The audit is no more than a checklist, 
aimed at minimising the chance of overlooking a critical behavioural dimension. It does not 
guarantee a successful strategy. However, thorough and insightful answers to the audit 
questions could greatly increase the likelihood that a marketing program will be successful. 

The audit is organised around the key decisions that marketing managers have to make. 
The first key decision is the selection of the target market(s) to be served. This is followed 
by the determination of a viable product position for each target market. Finally, the 
marketing-mix elements—product, place, price and promotion—must be structured in a 
manner consistent with the desired product position. This process is illustrated in Figure 1.4. 
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Exhibit 1.3 provides the list of those key questions that should guide the development of 
marketing strategy. 


E xnivis 1.3 The consumer-behaviour audit 


Market segmentation 
A. External influences 


1. Are there cultures or subcultures whose value system is particularly consistent (or inconsistent) with the 
consumption of the product? 

2. Is the product appropriate for male and female consumption? Will ongoing gender-role changes affect who 
consumes the product, or how it is consumed? 

3. Do ethnic, social, regional or religious subcultures have different consumption patterns that are relevant to 
the product? 

4. Do various demographic or social-strata groups (groups based on age, gender, urban/suburban/rural 
residence, occupation, income, education) differ in their consumption of the product? 

5. Is the product particularly appropriate for consumers with relatively high (or relatively low) incomes 
compared to others in their occupational group? 

6. Could the product be particularly appropriate for specific roles, such as students or professional women? 

Would it be useful to focus on specific adopter categories? 

8. Do groups in different stages of the household life cycle have different consumption patterns for the 
product? Who in the household is involved in the purchase process? 


N 


B. Internal influences 


1. Can the product satisfy different needs or motives of different types of consumers? What needs are 
involved? What characterises individuals with differing motives? 

Is the product uniquely suited for particular personality types? 

What emotions, if any, are affected by the purchase and/or consumption of this product? 

Is the product appropriate for one or more distinct lifestyles? 

5. Do different groups have different attitudes about an ideal version of the product? 
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C. Situational influences 
1. Could the product be appropriate for specific types of situations instead of (or in addition to) specific types 
of people? 
D. Decision-process influences 


1. Do different individuals use different evaluative criteria in selecting the product? 
2. Do potential customers differ in their loyalty to existing products/brands? 


Product positioning 
A. Internal influences 


1. What is the general semantic memory structure (i.e. consumers’ internally stored knowledge) for this 
product category in each market segment? 
2. What is the ideal version of this product in each market segment for the situations the firm wants to serve? 


continues... 
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B. Decision-process influences 


1. Which evaluative criteria are used in the purchase decision? Which decision rules and importance weights 
are used? 


Pricing 
A. External influences 


1. Does the segment hold any values relating to any aspect of pricing, such as the use of credit or 
‘conspicuous consumption’? 

2. Does the segment have sufficient income, after covering living expenses, to afford the product? 

3. Is it necessary to lower price in order to obtain a sufficient relative advantage to ensure diffusion? Will 
temporary price reductions induce product trial? 

4. Who in the household evaluates the price of the product? 


B. Internal influences 


1. Will price be perceived as an indicator of status? 

2. Is economy in purchasing this type of product relevant to the lifestyle(s) of the segment? 

3. Is price an important aspect of the segment’s attitude towards the brands in the product category? 
4. What is the segment’s perception of a fair or reasonable price for this product? 


C. Situational influences 


1. Does the role of price vary with the type of situation? 


D. Decision-process factors 


1. Can a low price be used to trigger problem recognition? 

2. Is price an important evaluative criterion? What decision rule is applied to the evaluative criteria used? Is 
price likely to serve as a Surrogate indicator of quality? 

3. Are consumers likely to respond to in-store price reductions? 


Distribution strategy 
A. External influences 

1. What values do the segments have in terms of distribution (i.e. immediate gratification, traditional vs 
change and so on)? 

2. Do the male and female members of the segments have differing requirements of the distribution system? 
Do working couples, single individuals, or single parents within the segment have unique needs relating to 
product distribution? 

3. Can the distribution system capitalise on reference groups by serving as a meeting place for individuals 
with common interests? 

4. Is the product complex, and does it require a high-service channel to ensure its diffusion? 


B. Internal influences 


1. Will the selected outlets be perceived in a manner that enhances the desired product position? 
2. What type of distribution system is consistent with the lifestyle(s) of each segment? 
3. What attitudes does each segment hold with respect to the various distribution alternatives? 

C. Situational influences 


1. Do the desired features of the distribution system vary with the situation? 


continues... 
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D. Decision-process factors 


ile 


What outlets are in the segment’s evoked set (the set of alternatives that will be considered for the solution 
of a particular problem)? Will consumers in this segment seek information in this type of outlet? 

Which evaluative criteria does this segment use to evaluate outlets? Which decision rule does it use? 

Is the outlet selected before, after, or simultaneously with the product/brand? To what extent are product 
decisions made in the retail outlet? 


Promotion strategy 


A. External influences 


CON DW sw 


What values does the segment hold that can be used in communications about the product? Which issues 
should be avoided? 

Is it possible to communicate with the chosen segments in a manner consistent with the emerging gender- 
role perceptions of each segment? 

What is the non-verbal communication system of each segment? 

How, if at all, can reference groups be used in the advertisements? 

Can the advertisements help to make the product part of one or more role-related product clusters? 

Can opinion leaders be reached and influenced? 

If the product is an innovation, are there diffusion inhibitors that can be overcome by promotion? 

Who in the household should receive which types of information concerning the product? 


B. Internal influences 


it 


sd 


Has the promotional campaign been structured such that each segment will be exposed to it, attend to it, 
and interpret it in the desired manner? 

Have appropriate learning principles been used so that the meaning will be remembered? 

Do the messages relate to the purchase motives of the segment? Do they help reduce motivational conflict 
if necessary? 

Have the emotional implications of the advertisement been considered in relation to the use of the product? 
Is the lifestyle portrayed in the advertisements consistent with the desired lifestyle of the selected segments? 
If attitudes need to be changed via the promotion mix, have the most appropriate attitude-change 
techniques been selected and properly used? 


C. Situational influences 


1. 


Does the campaign illustrate the full range of appropriate usage situations for the product? 


D. Decision-process influences 


1. 


iL 


Will problem recognition occur naturally, or must it be activated by advertising? Should generic or selective 
problem recognition be generated? 

Will the segment seek out or attend to product information prior to problem recognition, or must its 
members be reached when they are seeking the information? Can low-involvement learning processes be 
used effectively? What information sources are used? 

After problem recognition, will the segment seek out information on the product/brand, or will we need to 
intervene in the purchase-decision process? If they do seek information, what sources are used? 

What types of information are used to make a decision? 

How much, and what types of, information are acquired at the point of purchase? 

Is postpurchase dissonance likely? Can it be reduced through the promotional campaign? 


continues... 
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7. Has sufficient information been given to ensure proper product use? 


8. Are the expectations generated by the promotional campaign consistent with the product’s performance? 


9. Are the messages designed to encourage repeat purchases, brand-loyal purchases, or neither? 


Product 


A. External influences 


1. Is the product designed appropriately for all members of the segment under consideration, including males, 


females, and various age groups? 


2. If the product is an innovation, does it have the required relative advantage and lack of complexity to 


diffuse rapidly? 
3. Is the product designed to meet the varying needs of different household members? 
B. Internal influences 


1. Will the product be perceived in a manner consistent with the desired image? 
2. Will the product satisfy the key purchase motives of the segment? 
3. Is the product consistent with the segment’s attitude towards an ideal product? 


C. Situational influences 


1. Is the product appropriate for the various potential usage situations? 


D. Decision-process influences 


1. Does the product/brand perform better than the alternatives on the key set of evaluative criteria used by 


this segment? 


2. Will the product perform effectively in terms of the foreseeable uses to which this segment may subject it? 


3. Will the product perform as well as or better than expected by this segment? 


Clearly, the marketing manager may not always be able to answer satisfactorily all of the 
questions listed in the consumer-behaviour audit. However, the audit process will reveal 
where there are gaps in what is known (based on market research) and what must be 
assumed. By doing this, it points to future necessary research which will confirm or 
otherwise the assumptions made, and will provide an agenda for future research to be 
undertaken. The process will also reveal whether the information collected to date is 
sufficient to warrant some of the decisions under consideration, thus reducing the risk of 
hasty actions being taken without supporting evidence. 

While our discussion thus far has centred on issues relevant to a profit-driven business 
environment, it is important to note that consumer-behaviour issues are also relevant for 
other types of organisations. In addition, issues relating to consumer rights and welfare have 
also gained public attention in recent years, making consumer behaviour an area of interest 
for consumer groups and government agencies. The following section examines some of 
these important issues. 


Consumerism, ethics, non-profit marketing and consumer 
behaviour 


Efforts to protect consumers’ interests require as thorough an understanding of consumer 
behaviour as does marketing to the consumer. For example, the Australian Cancer Society 
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Incorporated wants teenagers to avoid smoking. Various churches would like people in this 
age group to attend their services. Pepsi wants them to consume its brand. All three 
organisations face very similar problems, and require similar types of knowledge in order to 
produce effective solutions. 

The marketing decisions of non-profit organisations such as the Australian Cancer Society 
Incorporated do not differ fundamentally from the decisions of profit-oriented organisations 
—though they generally face more constraints. Examples of applications of consumer 
behaviour knowledge by non-profit organisations are integrated throughout this text. 

Unfortunately, not all managers, politicians, doctors, educators and others who attempt 
to influence consumer behaviour are ethical—that is, concerned with adopting generally 
accepted moral conduct. Further, even highly ethical individuals may occasionally engage in 
activities that others consider questionable. In response to real and perceived unethical 
marketing practices, a consumerism movement has emerged. Consumerism can be defined 
as the set of activities by individuals, independent organisations, government agencies and 
businesses designed to protect the consumer from unethical market conduct. 

Government actions relating to consumerism and marketing generally focus on requirements 
(e.g. “Food products must list ingredients’) or restraints (e.g. ‘Manufacturers may not engage in 
deceptive advertising’). The sound regulation of marketing activities requires a thorough 
understanding of consumer behaviour. Specific regulatory issues are discussed in relevant 
portions of this text, and consumerism and ethics are addressed in depth in Chapter 20. 

Misleading advertising (and packaging) is discussed in conjunction with perception 
(Chapter 8). This includes discussion of the factors that determine how a marketing message 
is interpreted. Corrective advertising, a controversial program to undo the effects of prior 
misleading advertising, is evaluated in the context of memory and learning theory (Chapter 9). 

The issue of sufficient information for sound consumer decisions is covered under the 
information-overload concept (Chapter 8), consumer information search patterns (Chapter 
4), and consumer decision making (Chapter 3). The highly sensitive issue of advertising to 
children is covered under consumer socialisation (Chapter 14), peer-group influences 
(Chapter 15), and children’s perception processes (Chapter 8). The role of advertising in 
influencing our values and stereotyping various groups is analysed in the section on 
Australian and New Zealand values (Chapter 12). The relationship of marketing practice to 
the lower social class is treated in the material on social stratification (Chapter 17). Minority 
groups and marketing are related in the coverage of subcultures, sometimes called 
microcultures (Chapter 12). Finally, the critical issues of product safety, consumer redress 
and consumer satisfaction are examined as part of the postpurchase processes (Chapters 7 


and 20). 


Overview of consumer behaviour 


This section aims to achieve two things. First, a model of consumer behaviour is presented. 
This model is not predictive: it does not provide sufficient detail to allow the prediction of a 
particular purchase or brand choice, even with adequate information on all the variables in the 
model. Instead, this model is conceptual and organisational. It reflects a particular philosophy 
about the nature of consumer behaviour, and provides a logical means of organising the vast 
amount of information on the variables that influence consumer behaviour. 

The second objective, simultaneous with the first, involves a fairly detailed overview of 
the material covered in this text. Since this is a detailed overview, it is natural to ask, “Why 
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should I be concerned with all these concepts now if I’m going to cover them in more depth 
in just a few days or weeks?’ The answer to this question is that the factors that influence 
consumer behaviour are all interrelated: everything that happens affects everything else. For 
example, the impact cultural influences have on purchase and consumption behaviour will 
be discussed in Chapter 18. However, it is impossible to discuss cultural influences without 
mentioning attitudes, or the consumer decision process. This same type of problem arises in 
each chapter. As a result, it is important to develop an understanding of the major concepts 
from the outset, so that their interrelationships will make sense. 


Nature of consumption 


The marketing manager can most appropriately view the consumer as a problem solver— 
that is, a decision-making unit (individual, family, household, or firm) that takes in 
information, processes it (consciously and unconsciously) in light of the existing situation, 
and takes action to achieve satisfaction and enhance lifestyle. 

Problems arise for consumers in their attempts to develop, maintain, and/or change their 
lifestyle (see Figure 1.5). Past decisions, time-related events such as ageing, and external 
events such as an illness or job change lead to lifestyle changes that pose additional 
consumption problems and result in new purchases, new attitudes, and related changes that 
in turn cause further lifestyle changes. It must be stressed that most consumer problems and 
the resulting decisions involve very little effort on the part of the consumer. Limited 
information processing is the norm. Likewise, emotions and feelings play a significant role 
in consumer behaviour, and in the decision process in particular.° 
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Consumer decision process 
Situation 


Figure 1.6 illustrates the basic elements in the consumer decision process. As it indicates, 
consumers have specific problems that require specific solutions, hence the existing 
situation must always be the framework within which the decision-making process is 
viewed. Chapter 2 is devoted to a discussion of the role and impact of situations on the 
decision-making process. 
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Situations 


Problem recognition 


The consumer decision process begins with the recognition that a problem exists. A 
consumer problem is simply a difference between an existing state and a desired one. This 
concept is dealt with in detail in Chapter 3. If the consumer resolves the problem by recalling 
one satisfactory solution (i.e. product), and purchasing that product without an evaluation, 
this is termed habitual decision making. Many consumer purchases, particularly of 
frequently purchased items such as detergents, soft drinks and petrol, are of this nature. 
Other problems may be resolved by recalling several potential solutions and choosing from 
among them, perhaps using some additional information such as current prices. A great 
many consumer purchases are the result of such limited decision making. Problems that 
require thorough information searches, both internal and external, the evaluation of several 
alternatives along several dimensions, and considerable postpurchase evaluation, result in 
extended decision making. (Internal search involves past experience and memory alone, 


whereas external search involves reading information, shopping, talking to friends and the 
like; this is described in Chapter 4.) 
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Chapter 3 describes the factors that lead to each type of decision making. In general, the 


higher the degree of purchase involvement, the more extensive the decision process. This is 
reflected in Table 1.1. 
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L able 1.1 Consumer decision process for high- and low-involvement purchase 


decisions 


Stage in decision process = Low-involvement purchase decision High-involvement purchase decision 


1. Problem recognition Trivial to minor Important and personally meaningful 
2. Information search Internal to limited external search Extensive search 
3. Alternative evaluation Few alternatives evaluated on few Many alternatives considered using 
performance criteria many performance criteria 
4. Store choice, purchase One-stop shopping where substitution Multiple store visits with substitution 
is very possible less likely 
5. Postpurchase activities Simple evaluation of performance Extensive performance evaluation, use 
and disposal 


Information search 


Once the problem has been recognised, an information search is undertaken to isolate an 
effective solution. As described above, the information search may be extensive, very brief, 
or somewhere in between. Chapter 4 provides a detailed discussion of the nature of the 
information search, the factors that influence the degree of information search, and 
marketing communication strategies based on consumers’ information search patterns. 


Evaluation of alternatives 


After the information has been gathered, allowing the consumer to determine and 
compare the relevant and feasible alternatives, the decision can be made. Chapter 5 deals 
with how consumers select and evaluate relevant choice alternatives. The evaluative 
criteria, that is, the product or service attributes used, will be examined along with 
questions such as: Do consumers consider all product or service attributes equally 
important, or are some more critical than others? How is this information evaluated, and 
how is a brand choice made? 


Store choice and purchase 


Chapter 6 focuses on the selection of the retail outlet and the actual purchase of the 
product or service. The attributes that influence store choice are examined, and related to 
the needs of particular consumer groups. The actual acquisition of the product is 
analysed, with particular attention given to retailers’ efforts to attract and satisfy 
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consumers in the exchange process. Recent technological developments such as the 
Internet have changed considerably the context in which purchases can be made. For some 
product categories, such as CDs and books, sales over the Internet now represent a 
growing market. 


Postpurchase process 


In Chapter 7, four areas of particular concern to marketing managers are examined. They 
relate to what occurs after purchase or acquisition: use, evaluation, disposal and repurchase 
behaviour. Usage of existing products is examined by marketing managers for clues on 
possible product improvements or themes for promotional campaigns. Consumer 
satisfaction is influenced by product performance, the purchasing process, and consumer 
expectations. Strategies that marketers can use to increase satisfaction are presented in this 
chapter. 

The disposal of products is an area of increasing concern for both government policy 
makers and marketing managers. In this chapter, the existing knowledge about this process 
will be reviewed. Finally, the repurchase motivation for brands or products—or the lack of 
it—will also be examined. 


Internal influences 
Perception 


Chapters 1 to 7 deal with the decision process and information processing; Chapter 8, 
however, deals with perception, which is critical to the decision process and is also an 
internal phenomenon highly influenced by the internal influences described in Chapter 9 
onwards. Chapter 8 described the means by which consumers process information while 
they are being influenced by a variety of groups, situations and marketing efforts. 
Information processing is the mechanism that makes the consumer-behaviour model 
function. Information processing is covered at this point in the text because individual 
development and individual characteristics are determinants in the decision process while at 
the same time subject to influence from information received and from culture, social class, 
reference groups, and households. Perception, the initial activity in information processing, 
includes exposure, attention and interpretation. All of these activities are driven by 
individual, stimulus and situational factors. 


Learning and memory 


Wants, tastes and preferences are all learnt, as are consumers’ perceptions of price—quality 
relationships. As purchase experience increases, consumers learn the most effective sources 
of information, the best places to shop, the brand names on which to rely, and those to 
avoid. It is therefore important for the marketer to understand how people learn, and what 
must be done to affect their learning. For instance, if positive feelings can be acquired 
through exposure (increased familiarity), it follows that the marketer can exert some direct 
influences on taste preferences through the amount and timing of promotional efforts as 
well as the design and characteristics of products and services offered. Learning is described 
in detail in Chapter 9. 

The result of learning is memory. And memory also has an influence on the learning 
process. Chapter 9 describes short- and long-term memory, and relates memory to product 
positioning. 
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Motives, personality and emotion 


Chapter 10 analyses those individual characteristics that energise, direct and shape a 
particular pattern of purchase and consumption behaviour. Motives, the forces that initiate 
and direct consumer behaviour, are examined first. Motives may be either physiologically or 
psychologically based. However, in developed economies most consumer behaviour is 
guided by psychological motives. 

While motives direct behaviour towards objectives, personality relates to characteristic 
patterns of behaviour: personality is generally considered to reflect a consistent pattern of 
responses to a variety of situations, although the role played by the situation itself must also 
be recognised. Emotions are the feelings or affective responses to situations, products, 
advertisements and so forth. They affect information processing and preferences, and are 
becoming of increasing interest to marketers. 


Attitudes 


The topic of Chapter 11, attitude, is an individual’s basic orientation for or against some 
object, be it a product, a service or a retail outlet. Attitudes are formed out of the inter- 
relationship between personal experience and lifestyle and the factors that help shape lifestyles 
(discussed in Section Four). Attitudes are composed of three components—-cognitive (beliefs), 
affective (feelings) and behavioural (response tendencies)—-which tend to be consistent with 
one another. That is, if a consumer believes (cognitive component) that a brand has certain 
desirable attributes, he or she will probably like the brand (affective component), and, should 
the need arise, purchase that brand (behavioural component). Marketing strategies are, 
therefore, frequently based on influencing a single component of attitude, with the 
expectation that success in this endeavour will influence the remaining two components. 


External jiaiiiences 
The changing Australasian society 


In Chapter 12, the demographics of Australasia, particularly income, geographic and age 
shifts, are examined. In addition, the major Australasian subcultures are analysed. Subcultures 
are smaller, homogeneous segments of the dominant culture, and are of interest to marketers 
when they require differential marketing activities because of their unique lifestyles. 

Chapter 12 also contains a detailed analysis of changing values in Australasia with respect 
to gender roles. In most economically advanced countries, culturally defined gender roles 
continue to go through major changes, and these affect marketing-management decisions. 
Traditional husband and wife roles have been substantially altered, as have the types and kinds 
of products and services purchased and used by either gender. Nonetheless, there are still 
marketing opportunities to be sought in gender-defined segments, as evident in Exhibit 1.4. 


Consumer lifestyle 


What do we mean by the term consumer lifestyle, and why is an understanding of this term 
so vital to an understanding of how and why consumers act as they do? 

Quite simply, our lifestyle means how we live. It includes the products and services we 
buy, how we use them, what we think about them, and how we feel about them. It is the 
manifestation of our self-concept, or the total image we have of ourselves as a result of the 
culture we live in and the individual situations and experiences that comprise our daily 
existence. It is the sum of our past decisions and future plans. 
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xhibit 1.4 Gender-specific product for a gender-defined market segment 


Both individuals and families exhibit distinct lifestyles. We often hear of ‘career-oriented 
individuals’, ‘outdoor families’, ‘devoted mothers’, or ‘swinging singles’. Lifestyle is 
determined by both conscious and subconscious decisions. Often we make choices with full 
awareness of their impact on our lifestyle, but generally we are unaware of the extent to 
which our decisions are influenced by our current or desired lifestyle. 

Maintaining an individual or household lifestyle—or making a change to that lifestyle— 
often requires the consumption of products and services. Thinking about products and 
services in terms of their relationship to consumer lifestyle can be a very useful approach for 
marketing managers, who therefore need to understand consumer lifestyles, and the factors 
that influence them. 

In the following chapters, the many factors influencing our lifestyles are discussed. 
Particular attention is given to how marketing managers can apply what is known about 
each factor. Then, in Chapter 13, a more complete discussion of lifestyle is presented. As 
illustrated in Figure 1.7, 12 basic factors influence consumer lifestyle: the household, 
reference groups, social status, culture, values, marketing activities, demographics, 
personality, emotions, motives, perception and learning. These influences act upon 
consumers’ information processing and enable them to determine their desired lifestyle. 

These 12 factors comprise a majority of the text and are, of course, dealt with in detail 
in this book. However, a brief overview of each factor may be helpful in forming a basic 


orientation towards consumer behaviour, as well as providing an overview of a major 
portion of this text. 
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5, igure 1.7 Factors that determine and influence consumer lifestyle 
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The household 


The household is a very special and influential entity to which each consumer belongs, in 
some form or other; it is the subject of Chapter 14. The household is the primary purchasing 
unit for most consumer goods. It is obviously important for the marketing manager to be 
fully aware of who is influencing the decision making within a household, so that an effective 
information campaign can be constructed, and positioned and directed appropriately. 

Another important variable for marketers is the household life cycle. Most consumers in 
Western cultures grow up, leave their original household, and then begin a new household. 
In other words, the institution called ‘household’ has a fairly regular and predictable life 
cycle of its own. Marketers can look at each stage of this cycle and get accurate aggregate 
pictures of the purchase needs and desires of individuals in that stage. The chapter on 
households is included in Section Four of the text, which focuses on external influences on 
lifestyle. 


Reference groups 


Our cultural background and social-class standing—along with the value and knowledge 
systems that come with them—are transmitted to us, for the most part, through reference 
groups, often without our awareness. Certainly we also learn our culture and social class 
through educational and religious institutions and the mass media, but the intimate groups 
we deal with on a daily basis have the most influence on us. 

Reference groups and group theory are considered in Chapters 15 and 16. Most 
consumers belong to a large number of groups—a group is defined as two or more people 
who have a purpose for interacting over some extended period of time. Groups serve as both 
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a reference point for the individual and a source of specific information. Marketing 
managers are particularly interested in the flow of information to and through groups. For 
example, 65 per cent of Irish Cream consumers first heard about Baileys (a popular liqueur) 
from friends or relatives. 

These chapters also examine the concept of opinion leaders within groups, group 
conformity, and how group norms often prescribe aspects of lifestyle such as clothing 
fashions or the purchase of specific brands. In addition, chapters 15 and 16 analyse how 
new products, innovations, spread or diffuse through groups. Finally, roles, or the patterns 
of behaviour expected of a person occupying a certain position in a group, rather than those 
expected of an individual, are discussed in light of their influence on purchasing patterns. 


Social status 


The influence of social status on consumer lifestyle has been a much-debated issue. Chapter 
17 examines this issue. The major questions are: 


1. ‘To what extent do various societies structure and rank individuals? 
2. On what characteristics is this social structure built? 


3. In what ways does this structure influence consumer lifestyle and purchase decisions? 


Generally, individuals are ranked on a number of observable characteristics that represent 
underlying values their culture holds to be worthwhile. For instance, one of the first 
questions an Australian or a New Zealander asks upon meeting a stranger 1s what he or she 
does for a living. The stranger’s answers allow the questioner to define that person relative 
to himself or herself and others, so that an assessment of can be made of their position, and 
of how to act towards them. 

Sociologists have been able to group occupations and, together with other important 
variables, use them to identify categories that are composed of individuals holding similar 
jobs, values, attitudes, or, when viewed as a whole, somewhat similar lifestyles. The 
variables that influence social status obviously vary from country to country, though they 
are quite similar for most Western countries. 


Culture 


Culture is viewed in the traditional sense as representing that complex whole that includes 
knowledge, belief, art, morals, law, custom, and any other capabilities and habits acquired by 
a person as a member of society. In other words, consumer behaviour is often the product of 
a particular culture. For instance, those from Anglo-Saxon cultures may have learned through 
their culture that they should consume three meals per day, and that cereal, toast, eggs and 
bacon are the most appropriate foods for breakfast. Members of other cultures may find that 
differing numbers of meals are prescribed, as well as differing foods for each meal. For 
example, curries are a staple morning food for Indians, and Yum Cha is usually a morning 
meal for Chinese, while bread, butter and jam and coffee satisfy the French morning appetite! 

One of the most important aspects of culture is a culture’s basic values. These values 
provide us with guidelines as to what is right and wrong or good and bad in any given 
situation, Values vary across cultures, and set broad boundaries within which lifestyles 
evolve. 

Cultural variations in non-verbal communication must also be examined; this is, indeed, 


a subject of particular interest to marketing managers who deal with major subcultures and 
other cultures in world markets. 
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An analysis of basic cultural values in Chapter 18 builds on the discussion of specific 
Australasian cultural values in Chapter 12. The nature of these values, the shifts occurring 
in them, and the implications of these shifts for marketing strategy are discussed. Of course, 
values in most other countries are also evolving, though not necessarily in the same manner 
as those in Australia or New Zealand. 

A complete model of consumer behaviour is shown in Figure 1.8. 
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Organisational/industrial behaviour 


The primary thrust of this text is individual and household consumption patterns. Industrial 
buying behaviour (behaviour relating to purchases made on behalf of a formal organisation) 
and services buying behaviour (behaviour relating to purchases made of intangibles) have 
many similarities with, as well as differences from, consumer behaviour. Chapter 19 highlights 
these similarities and differences, and discusses their implications for marketing strategy. 


Chapter 20 examines the growth of consumerism in Australasia in terms of the protection 
of consumers’ rights and the role of government in the formulation of policy. Some aspects 
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of the legislation will be examined, and the important question of ethics will be addressed 
in that chapter, as well as throughout the remainder of the text. 


Summary 


Successful marketing decisions by both commercial firms and non-profit organisations, as well as 
sound rules by regulatory agencies, require a thorough understanding of consumer behaviour. 
Numerous examples of actual practices make it clear that successful organisations can—and do—apply 
theories and information about consumer behaviour on a daily basis. 

A knowledge of consumer behaviour provides the basis for many marketing strategies, such as 
product positioning, market segmentation, new-product development, new market applications, global 
marketing, marketing-mix decisions, and marketing actions and regulations by non-profit 
organisations and government agencies. Each of these major marketing activities is more effective 
when based on a knowledge of consumer behaviour. 

The purpose of the consumer behaviour model presented in this chapter is to outline the major 
conceptual areas of consumer behaviour and illustrate their relationships with one another. This model 
shows the major sources of influence that marketing managers should understand when they are 
developing marketing strategy to solve consumer problems. : 

At the centre of the consumer behaviour model presented in this chapter is the element of 
consumer lifestyle. In the broadest sense, our culture, by way of its values, norms and traditions, is the 
major influence on our style of life. Also, within a culture, social-class distinctions create differing 
consumer lifestyles. And the lifestyles of specific groups within social classes also vary, due to the 
influences of the household, and of various reference groups. Each of these influencing factors— 
culture, social class, reference groups and the household—contribute to a particular consumer lifestyle. 
They are all external factors. | 

Internal factors play a part in influencing consumer lifestyle. These are the factors unique to the 
individual consumer, and include the development of the individual, and his or her unique 
characteristics. Individual development takes place through perception, learning and memory, which 
contribute to both lifestyle and patterns of behaviour. Individual characteristics are those motivations, — 
personality features and emotions that make each individual unique. 

The combination of these external and internal influences is manifested in consumer lifestyles, and 
In the choice of the products and services individuals consume to maintain and/or change that 
lifestyle. 

Because of his or her lifestyle, and, indirectly, because of all of those factors that influence lifestyle, 
the consumer establishes certain attitudes towards the consumption of products in various situations. 
The combination of a particular lifestyle, attitudes and situational influences activates the consumer's 
decision process. The consumer's decision process involves some or all of the following steps, 
depending on the level of purchase involvement: problem recognition, information search, alternative 
evaluation, store choice, actual purchase and postpurchase processes. 

This model of consumer behaviour may appear static, since it is difficult to portray graphically the 
dynamic nature of consumer behaviour. However, consumers are continually evolving and changing 
as they process new information related to their lifestyle, and the outcome of past purchase decisions. 
Hence, underlying the entire consumer behaviour process shown in the model is the assumption that 
information processing is a never-ceasing activity. 
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consumer behaviour global marketing 
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were 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


Ardmona http://www.ardmona.com 

Channel Ten http://www.ten.com.au 

Goodman Fielder http://www.goodmanfielder.com.au 
Kao Corporation http://www.kao.com 

Uncle Ben's http://www.unclebens.com 
Unilever http://www.unilever.com 


Review questions 


— 


What conclusions can be drawn from the examples presented at the beginning of this chapter? 
How can consumer behaviour influences be used in product positioning and market segmentation? 
3. How can the study of consumer behaviour be used to develop new products and discover new 
market applications? 
4. What potential benefits does the study of consumer behaviour provide in designing global marketing 
strategies? 
5. How should marketing managers view the consumer, and how will this view of the consumer help 
them understand consumer purchasing behaviour? 
6. What is meant by a consumer’s lifestyle? 
7. What concepts make up and/or influence a consumer’s lifestyle? 
8. What does culture mean, and how does it relate to the study of consumer behaviour? 
9. What is social stratification, and why are marketing managers interested in this concept? 
10. What are reference groups, and what relationship do they have to consumer behaviour? 
11. Why is the household a reference group of interest to marketing managers? 
12. What is the role of information processing in consumer behaviour? 
13. What is meant by the statement, ‘Consumer behaviour is learned behaviour’? 
14. What are attitudes, and why are they of interest to marketing managers? 
15. Of what relevance is the study of the consumer decision-making process? 
16. Why is problem recognition so important to consumer decision making? 
17. What does information search mean, and what is its role in the decision-making process? 
18. What are evaluative criteria: 
19. What influences consumer satisfaction? 
20. What impact does the involvement level have on the decision process? 
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Discussion questions 


Discuss these issues: 
a. Why would someone buy a mountain bike? Diet soft drink? A poodle? Running shoes? Bananas? 

Aspirin tablets? 

b. Why would someone else not make those particular purchases? 

c. How would you choose one brand over another? Would others make the choice in the same way? 
How would a text focusing on a ‘broad’ understanding of consumer behaviour differ from the 
applications-oriented approach of this text? 

Is it possible to evaluate the ‘total’ or non-verbal meaning of an advertisement? If so, how should 
advertising experts proceed? 

Of what use to practising marketing managers are models such as the one proposed in this chapter? 
Of what use would the model presented in this chapter be to a manager for the products listed in 
Question 1? 

What changes would you recommend in the model? Why? 

Describe your lifestyle. Does it differ significantly from your parents’ lifestyle? If so, what has caused 
the difference? 

Do you anticipate any major changes in your lifestyle in the next five years? If so, what will be the 
cause of these changes? 

Describe a recent important purchase that you have made. To what extent can your decision to 
purchase be described by the consumer decision-making process outlined in this chapter? If there are 
deviations, how would you explain them? 

Describe several low-involvement purchases you have made recently. How did your decision process 
differ from that for a recent high-involvement purchase? 

Interflora Florist hasn’t been attracting enough new customers. Aside from the economic situation, 
the reasons are simple. The price of the traditional flower arrangement, including delivery, has 
risen because of increased energy and labour costs. Even though the higher prices have been lower 
than the rise in the consumer price index, consumers are developing a resistance to giving flowers 
AG a Sit, 

Australasian consumers do not, as Europeans do, buy flowers just as an enhancement to daily 
life. Occasions, therefore, have a tremendous impact on the growth and sales of flowers. As a result, 
there are peaks and troughs in sales. 

How could you use the material presented in this chapter to assist Interflora? 


| arate: questions 


Posing as a customer, visit one or more stores that sell one of the following products. Report on the 
sales techniques used (point-of-purchase displays, store design, salesperson’s comments, and so forth). 
What beliefs concerning consumer behaviour appear to underlie these strategies? It is often 
worthwhile for a male and a female student to visit the same store and talk to the same salesperson 
at different times. The variation in sales appeal is sometimes quite revealing. 


a. Mountain bikes. d. Expensive wine. 
b. Stereo systems. e. Art (original). 
c. lennis rackets. f. Imported cars. 
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Look through recent copies of a magazine such as Marketing or Business Review Weekly, and report 
on three applications of consumer behaviour knowledge to marketing decisions. 

Interview individuals who sell one of the following products. Try to discover their personal ‘models’ 
of consumer behaviour for their products. 


a. Mountain bikes. e. Furniture. 

b. Stereo systems. f. Restaurant meals. 
c. Jogging shoes. g. Haircuts. 

d. Books. h. Insurance. 


Interview three individuals who have recently made a major purchase, and three others who have 
made a minor purchase. In what ways were their decision processes similar? In what ways were they 
different? 

Select one product with which you are familiar, and attempt to identify the type of research the 
marketing manager for this product would have required in order to complete the audit presented in 
this chapter. How many assumptions do you think were made? 

Select one of the Websites listed in this chapter, and visit it. Does it demonstrate an understanding of 


consumer behaviour? If so, how? If not, describe ways in which it could be improved. 
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onsumer decision process 


Consumer behaviour deals with how and why consumers make particular choices. Both questions are 
relevant, because marketers need to identify those variables influencing consumer decisions—the why- 
as well as the process by which consumers put together information relevant to the purchase for the 
purpose of making a choice-the how. Section Two explores in some depth the way in which 
consumers make up their minds about products and stores. 


As later sections of the book show, various sociological and psychological factors contribute to 
explaining different patterns of consumer behaviour. However, although these various influences play 
a significant role in behaviour, all behaviour takes place within the context of a situation. Therefore, 
behaviour may vary among consumers, as well as for the same consumer from one situation to 
another. For this reason, Chapter 2 examines in greater detail the impact that situational variables have 
on consumer behaviour. Once this contextual element is covered, Section Two examines various 
aspects of consumer decision making. 


Of particular importance to marketers is the way in which situations and internal and external 
sources of influence affect the consumer purchase decision process. The extended consumer decision 
process, as shown in the figure on the previous page, is composed of a sequential process: problem 
recognition; information search; brand evaluation; store choice and purchase; and use, satisfaction, 
disposal, and repurchase motivation. However, extended decision making occurs only in those 
relatively rare situations when the consumer is highly involved in the purchase. Lower levels of 
purchase involvement produce limited or habitual decision making. Chapter 3 describes those various 
types of decisions, and their relationship to involvement. It also analyses the first stage of the process, 
problem recognition. 


Information search constitutes the second stage in the consumer decision process, and is discussed 
in Chapter 4. The nature of consumer information search and those factors that influence different 
levels of prepurchase information search are considered. Chapter 5 examines the brand evaluation and 
selection process. Chapter 6 deals with outlet selection and the in-store influences that often contribute 
to brand switching. The final stage of the consumer decision process, presented in Chapter 7, involves 
behaviour after purchase, including post-purchase feelings, use behaviour, satisfaction, disposal, and 
repurchase motivation. These five chapters present, in turn, what consumers do at different stages of 
the consumer decision process, what factors contribute to their behaviour, and what actions can be 
taken by marketers to affect their behaviour. 


CHAPTER 2 


ituational influences 


Chaptler-oDjectives 


When you have worked through this chapter, you should understand that: 


» situations influence consumer behaviour 

» there are three main types of situations 

» situational influences can be categorised according to 5 main dimensions 
> 


situational influences have implications for marketing strategy 


2.1 


2.2 
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Sor consumers are hard to reach. In particular, some very desirable segments are very 
infrequent television watchers, making it difficult to communicate a message to them. The 
exception, according to Media Entertainment Group director Andrew Baxton, is when such 
people are away from their more familiar surroundings, and confined in a hotel room. In 
collaboration with MagiNet Australia hotel movie network, Media Entertainment Group has 
developed a new location television network in four- and five-star hotels under the name of 
Five Star. The system allows viewers to preview movies and see advertisements and other 
information at the touch of a remote-control button. Current advertising opportunities 
involve a 30- or 60-second commercial on the hotel ‘home page’, which appears every time 
the TV set is switched on, preceding or following one of MagiNet’s 170 movies with 
information messages, or sponsoring the menu page with a company logo. Quarterly national 
advertising, including Sydney, Melbourne, New Zealand and Queensland coverage, attracts 
a fee of $A100 000. For advertisers such as American Express, IBM, travel companies and 
car dealers, this interactive television system could ‘harness active minds and promote their 
messages at a time likely to be most pertinent to the consumer’.! 

As the model used to organise this text stresses, the purchase decision and the 
consumption process always occur in the context of a specific situation. Therefore, before 
examining the decision process, it is important to develop, first, an understanding of 
situations. 

Marketers need to understand which situations affect the purchase of their products or 
services, and how they can best serve target-market buyers when these situations arise. They 
should view the consumer—and the marketing activities designed to influence that 
consumer—in light of the situations the consumer faces. 

Marketers want to be able to predict, as accurately as possible, how various situations 
and marketing-mix strategies will interact. In this chapter, the situation is defined, and then 
a situation classification scheme is presented that will be useful for judging both when the 
situation acts as an active influence on behaviour, and how such a situation affects the 
consumer. The final section of the chapter describes the managerial approach to situation 
analysis in the process of making marketing decisions. 


Types of situations 


The consumption process occurs within three broad categories of situations: the 
communication situation, the purchase situation and the usage situation. Each is described 
below. 


The communication situation 


The situation in which consumers receive information has an impact on their behaviour. We 
all know that the degree to which we see and listen to marketing communications is 
determined by whether we are alone or in a group, in a good mood or a bad one, in a hurry 
or not, and so on. Therefore, in terms of the communication situation, marketing managers 
have to answer questions such as these: ‘Is it better to advertise on a happy or sad television 
program? A calm or exciting program?’ 

If consumers are interested in the product and are in a receptive communication situation, 
a marketer may be able to deliver an effective message to them. However, getting high- 
interest potential buyers into a receptive communication situation is a difficult challenge, as 
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illustrated by the story about Media Entertainment Group, which set up a television 
network in hotels in order to do so! Many factors have the potential to create difficulties for 
a marketer wanting to communicate—the prospective consumer’s favourite team may have 
just lost the most important game of the year, may have the flu, or may be preoccupied with 
his or her final exams. 


The purchase situation 


The purchase situation can also affect product selection. For example, mothers shopping 
with children are more apt to be influenced by the product preferences of their children than 
they are when shopping on their own. Also, if a consumer—for example, a student trying to 
make a purchase between classes—has a shortage of time, this can affect the store chosen, 
the number of brands considered, and the price the consumer is willing to pay. 

Using its knowledge of observed relationships between the weather and product-category 
sales, the firm Information Professionals, Inc. uses weather forecasts to advise its clients on 
spot advertising buys, sales, point-of-purchase displays, and related issues. Information 
Professionals also provides data on less obvious relationships and products. For example, 
hot cocoa sells better on a warm but dark winter day than on a freezing but bright day. The 
firm therefore advises cocoa advertisers that they are better off timing special promotions to 
coincide with dark, cloudy days than with average days, or cold, clear days.* Figure 2.1 
illustrates the relationship that operates in those circumstances. 


S, igure 2.1 Situational influences combine with individual characteristics to 


affect preferences and subsequent behaviour 


Weather 
situation 


Preferences 
and desires 


Behaviour 


Individual 
characteristics 
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Marketers must understand how purchase situations influence consumers, in order to 
develop marketing strategies that will increase the purchase of their products. For example, 
it is likely that you may change your decision to purchase a beverage if a good friend says, 
‘That stuff is bad for you,’ or if you have an upset stomach, or there was a long line at the 
checkout as you enter the store where you intended to buy it. 


The usage situation 


A consumer may use a different brand of wine for serving to dinner guests than for 
personal use in a non-social situation. A family may choose a different holiday depending 
on which family members are going along. As Figure 2.2 illustrates, the selection of a 
product depends a great deal on the usage situation—the situation in which it will be 
consumed. 

Marketers need to understand the consumption situations for which their products are, 
or may become, appropriate. Based on this knowledge, marketers can communicate how 
their products can create consumer satisfaction in each relevant consumption situation. It is 
clear, for example, that you would select a different type of beverage if you were relaxing 
with friends on Friday afternoon, sharing a meal with your parents, or resting after an 
energetic work-out. 


Characteristics of situational influence 


Situational influence can be described using the definition developed by Belk,> which 
includes: 


All those factors particular to a time and place of observation which do not follow 
from a knowledge of personal (intra-individual) and stimulus (choice-alternative) 
attributes and which have a demonstrable and systematic effect on current 
behaviour. 


A situation is a set of factors outside of, and removed from, the individual consumer or 
the stimulus object (e.g. a product, a television advertisement) to which the consumer is 
reacting (e.g. by purchasing a product or viewing a commercial). Those situations that 
actually have an impact on consumer behaviour (e.g. crowded supermarket aisles or a lack 
of competent salespersons) are also of interest. Situations can be ignored when the 
characteristics of the buyer or the stimulus are so intense that they are influential across all 
relevant situations. An example of this would be the circumstance where a consumer is so 
loyal to a particular brand that it is the only brand the consumer will contemplate 
purchasing. 

Figure 2.3 illustrates the relationship the situation has with the consumer and the object 
of the consumer’s interest, and the consumer behaviour that results. As the figure shows, the 
object and the situation (the stimuli) together influence the consumer (the organism), who 
in turn engages in some behaviour (the response). While marketers have traditionally 
studied the effect an object such as a product or advertisement has on the consumer’s 
behaviour, they have often ignored the influence of the situation. But marketers stand to gain 
a great deal by studying the roles their products play in different situations. For example, a 
wine marketer could develop a better strategy if he or she knew that wine is often given as 
a house gift, but seldom as a birthday gift.4 
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5, igure 2.2 Fruit preferences in different consumption situations 


As a part of your breakfast 


Peach #1 
Banana 
Strawberry 
@ Orange 
i 
= 
2 Plum 
2 
& Apple 
Kiwifruit 
Grape 
Most #2 #3 Least 
preferred preferred 
peach ae As a snack during the day 
Orange 
Grape 
Banana 
o Strawberry 
5 Apple 
ton 
L 
2 
Oo. Plum 
a Kiwifruit 
Most #2 Least #3 
preferred preferred 
As an evening-meal dessert 
Strawberry 
Peach 
Kiwifruit 
Banana 
wv Plum 
= Appl 
o pple 
i 
2 
5 Orange 
| a 
#2 Most #3 Least 
preferred preferred 


Source: Adapted from P. Dickson (1982), ‘Person-Situation: Segmentation’s Missing Link’, Journal of Marketing, Fall, pp. 56-64. 
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S, igure 2.3. The role of situation in consumer behaviour 


Situation 


Product 


Stimuli Organism Response 


Source: Adapted from R. W. Belk (1975), ‘Situational Variables and Consumer Behavior’, Journal of Consumer Research, 
December,.p, 153d. 


In order to utilise situational influence in marketing strategy, a marketer must understand 
three important aspects of this influence: 


1. When a particular situation will affect consumer behaviour. 
2. How strong the effect is likely to be. 
3. The way in which the situation will influence behaviour. 


To integrate the influence of situation into marketing strategy, careful attention must be 
given to the degree of interaction between the situation and a given product and/or a given 
set of target consumers. Therefore, using the list above, it is critical to evaluate the situation 
more systematically in terms of when it occurs, the strength of its influence, and the nature 
of its influence on behaviour. For example, time spent doing leisure activities is influenced 
by physical surroundings (e.g. temperature and weather), social influences and a person’s 
mood.° To be effective in marketing a particular leisure activity (e.g. sports event, movies), 
a marketer must understand how and when these situational influences will impact on a 
consumer’s decision to spend time on that activity. Likewise, recent research shows that the 
type of red wine people may choose to buy will be influenced directly by the type of situation 
they anticipate for its consumption.® 


Situation Classification 


There have been a number of attempts to classify the situations relevant to consumer 
behaviour.’ A useful classification scheme has been developed by R. W. Belk, based on five 
types of objectively measured situations.® As outlined in Table 2.1, this scheme includes 
situational influences created by physical and social surroundings, temporal perspective, 
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task definition and antecedent states. It provides a system that managers can use in 
determining whether a situation has an effect on a consumer’s purchase behaviour. In other 
words, it provides the marketer with a series of appropriate questions to ask about the 
purchase and consumption of the manager’s product. 


F apie 2.1 Five classes of situational influence 


1. Physical surroundings include geographical and institutional location, decor, sounds, aromas, lighting, weather, 
and visible configurations of merchandise or other material surrounding the stimulus object. 


2. Social surroundings provide additional depth to a description of a situation. Examples are other persons 
present, their characteristics, their apparent roles, and interpersonal interactions occurring. 


3. Temporal perspective may be specified in units ranging from time of day to seasons of the year. Time may also 
be measured relative to some past or future event for the situational participant. This allows conceptions such 
as time constraints imposed by prior commitments. 


4. Task definition includes an intent or requirement to select, shop for, or obtain information about, a general or 
specific product. In addition, task may reflect different buyer and user roles anticipated by the individual. For 
instance, a person shopping for a small appliance as a wedding gift for a friend is in a different situation than 
he or she would be when shopping for a small appliance for personal use. 


5. Antecedent states are momentary moods (such as anxiety, pleasantness, hostility or excitation) or momentary 
conditions (such as cash on hand, fatigue, illness), rather than chronic individual traits. 


Physical surroundings 


Physical surroundings are a widely recognised type of situational influence. For example, 
store interiors are often designed to create specific feelings in shoppers so that there is an 
important cuing or reinforcing effect on purchase. A retail clothing store specialising in 
extremely stylish, modern clothing would want to reflect this image to customers in the 
physical characteristics of the purchase situation. The fixtures, furnishings and colours 
should all reflect an overall mood of style, flair and newness. In addition, the store personnel 
should appear to carry this theme in terms of their own appearance and apparel. These 
influences will generate appropriate perceptions of the retail environment, and these 
perceptions will, in turn, influence the purchase decision.’ 

Evidence indicates that customers are more satisfied with services acquired in an 
organised, professional-appearing environment than with those acquired in a disorganised 
environment.!° Exhibit 2.1 illustrates the impact colour can have on attracting customers to 
a store. 

Music influences consumers’ moods, and these, in turn, influence a variety of 
consumption behaviours.!2 We could ask, for example, whether slow-tempo or fast-tempo 
background music is better for a restaurant. Table 2.2 indicates that slow music increased 
gross margin for one restaurant by almost 15 per cent per customer group, compared to 
gross margin for fast music! However, before concluding that all restaurants should play 
slow music, examine the table carefully. Slow music appears to have relaxed and slowed 
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E xn 2.1. Impact of colour on physical attraction in a retail store" 


Physical attraction to a store’s exterior 


To draw customers physically into a retail store, department or display area, warm colours such as yellow and red 
are better than cool colours such as blue and green. Warm colours are particularly appropriate for store windows, 
entrances and point-of-purchase displays. 

Shown below is the physical attraction of a furniture store exterior when highlighted with five different colours. 


Attraction 


Yellow Red ; Blue Green White 


Physical attraction to a store’s interior 


Cool colours such as blue and green are viewed as relaxing, positive and less threatening, and are seen to reflect 
favourably on the store’s merchandise. Cool colours are more appropriate where customers face tough purchase 
decisions. Warm colours in such a situation are viewed as creating a more tense atmosphere, and have the 
potential of making the decision task unpleasant, and perhaps leading the shopper to postpone the decision and 
terminate the shopping trip. 


down the customers, resulting in more time spent in the restaurant and substantially more 
purchases from the bar. Restaurants without bars that rely on rapid customer turnover 
would be better off with fast-tempo music. 


L able 2.2 The impact of background music on restaurant patrons 


Slow music Fast music 
Service time 29 min. 27 min. 
Customer time at table 56 min. 45 min. 
Customer groups leaving before seated 10.5% 12.0% 
Amount of food purchased $A55.81 $A55.12 
Amount of bar purchases $A30.47 $A21.62 
Estimated gross margin $A55.82 $A48.62 
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Source: R. E. Milliman (1986), ‘The Influence of Background Music on the Behavior of Restaurant Patrons’, Journal of Consumer Research, 
September, p. 289. 
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To illustrate the negative impact a physical situation can have on buyer behaviour, consider 
the effect of crowding on shopper perceptions, strategies and postpurchase responses.!° As 
shown in Figure 2.4, increased physical density of the store creates perceptions of confinement 
and crowding. These perceptions in turn cause shoppers to modify their shopping strategies so 
that they reduce the time spent shopping, buy fewer items, and alter their use of in-store 
information. The net outcome of this physical situation is dissatisfaction with the store, an 
unpleasant shopping experience, and reduced confidence in the shopping that has taken place. 


s, igure 2.4 The impact of physical density on shopper perceptions, shopping 
strategies, and post-purchase processes 


Increased 
Physical y physical 
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a Alter Shorten Reduce 

aptive > use of planned | shopping 

strategies in-store purchases time 
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responses > dissatisfaction SAeencs in purchases 


Source: Adapted from G. Harrell, M. Hutt and J. Anderson (1980), ‘Path Analysis of Buyer Behavior under Conditions of Crowding’, Journal of 
Marketing Research, February, pp. 45-51. 
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In many instances, marketers have only limited control over the physical situation. For 
example, there are many forms of retailing, such as mail order, door-to-door selling and 
vending machines, where control is minimal. Still, the marketer will try, in these situations, 
to account for the physical situation by carefully selecting appropriate outlets and product 
mixes for vending machines,'* and instructing door-to-door sales personnel to ‘control the 
situation’ by suggesting that TV sets or radios be turned off, or by bringing in point-of- 
purchase displays. 

Considering that the proportion of purchase decisions made in-store appears to be 
increasing—it grew from 66 per cent to 70 per cent between 1986 and 1995 in the USA/— 
marketing managers need to ask if physical surroundings could possibly affect consumer 
behaviour, and, if so, in what ways. For example, research shows that point-of-purchase 
(POP) displays could make a significant difference, with 42 per cent of all brand purchases 
made when one or more piece of POP material was present. For some categories, such as 
margarine or butter, the brand lift index—that is, the average increase in store purchase 
when POP material is present—can be higher than 6, meaning that shoppers are more than 
6 times more likely to buy a particular brand of butter if it is supported at the point of sale. !6 

There are of course many possible behaviours that a marketer could be interested in: actual 
purchase, shopping (looking), receiving information (e.g. watching TV advertisements), and so 
on. Tauber, in an analysis of non-purchase motivations for shopping, found physical activity 
and sensory stimulation to be two important motives.!” Enclosed shopping centres offer clear 
advantages in providing a safe, comfortable area for leisurely strolls. The sights and sounds 
produced by a variety of stores and individuals also provide a high degree of sensory 
stimulation. Both of these factors play an important role in the overall success of shopping 
centres and other shopping areas. Marketers should note that, if there are physical aspects of 
the situation that can be influenced and/or controlled, this should be done in a manner that 
will make the physical situation compatible with the lifestyle of the target market. 

The emergence of home shopping in Australasia poses a particular challenge for 
marketing, as the communication and the purchase situation can become the same, and as 
such may be equally remote from the marketer’s influence. In Australia, the Sydney-based 
Television Shopping Network (TVSN) has an inventory of more than 3000 products such 
as toys, software, jewellery, and sport and leisure goods, as well as a range of household 
goods. Increasingly, according to Cynthia Dickins, TVSN vice-president of marketing, 
products will be displayed within a show which provides context and relevance in a manner 
similar to a specialised boutique within a larger shopping mall. For example, German 
cookware Zepter will display its product within a dedicated show. 8 

Clearly, it is often impossible to control or influence the physical situation the consumer 
will encounter, such as winter versus summer for beverage consumption. In these cases, it is 
appropriate to alter the various elements of the marketing mix to match the needs and 
expectations of the target market. Indeed, marketers are often able to capitalise on 
particular aspects of the product and position it as more suitable for certain situations. 


Social surroundings 


The concept of social surroundings relates to the presence of other people who could have 
an impact on the individual consumer’s behaviour. Our actions are frequently influenced, if 
not altogether determined, by those around us. For example, Italians, Chinese and Anglo- 
Saxons prefer different types of food in situations where business associates are present, as 
opposed to those where parents are present.!? 
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Figure 2.5 illustrates the impact of the social situation on the attributes desired in a dessert. 
Notice that economy and taste are critical for personal and family consumption, whereas 
general acceptance is the key for the party situation. In terms of advertising strategy, this 
understanding of the influence of the social surroundings can be used to create advertisements 
that emphasise the suitability of particular products for specific social situations. 


Sy, igure 2.5 Impact of social situations on desired dessert attributes 
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Source: J. B. Palmer and R. H. Cropnick (1986), ‘New Dimension Added to Conjoint Analysis’, Marketing News, 3 January, p. 62. 


Social influence is a significant force acting on behaviour, since individuals tend to comply 
with group expectations, particularly when their behaviour is visible. Therefore, shopping, 
which is a highly visible activity, as well as the act of consuming goods in public, are both 
subject to social influences. Shopping with others has been found to influence the purchase 
of such standard products as meat, chicken and cereal, while beer consumption has been 
found to change with the presence of guests, at parties, and during holidays.”° 
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Shopping can provide a social experience outside the home as it allows for making new 
acquaintances, meeting existing friends, or just being near other people. It allows people to 
communicate with others who have similar interests. For example, avid golfers migrate to 
sporting goods stores. Sales personnel are often sought out in such stores, because they may 
share an interest with the shopper in a product-related activity. 

Some people may even seek status and authority when shopping, since the salesperson’s 
job consists of waiting on the customer. Such individuals would gain a measure of respect 
or prestige that may otherwise be lacking in their lives. In other words, on occasion 
consumers shop for social situations as well as for—or rather than—products or services. 

Frequently, a marketing manager will not have any control over the social characteristics 
of a situation. For example, when a TV advertisement is being viewed in a home, the 
advertising manager will not be able to control either who the viewer is with at the time of 
the reception, or the way in which the viewer’s social status relates to the status of that other 
person. However, the manager can utilise the knowledge that some programs are generally 
viewed alone (e.g. weekday, daytime programs), some are viewed by the entire family (e.g. 
Walt Disney programs), and others are viewed by groups of friends (e.g. football games). 
The message presented can be structured to suit these viewing situations. For example, a 
message presented on a program frequently viewed by family groups might stress a family 
decision to purchase a given product, while an advertisement for the same product presented 
on daytime television might have a ‘surprise-your-family’ theme. 

There are a number of occasions where marketing managers can influence the social aspects 
of a situation. For instance, the advertiser can encourage you to ‘ask a friend’, or may even put 
in place a promotion to encourage you to bring a friend along. Some firms, such as Amway, 
Tupperware and Avon, have been ingenious in structuring social situations that encourage 
sales. Also, salespersons often use the shopper’s companion as an effective sales aid by 
soliciting his or her opinion and advice. And, for a long time, advertisers have alluded to the 
positive social implications of product purchase in order to utilise social situational effects. 


Temporal perspectives 


Temporal perspectives are situational characteristics that deal with the effect of time on 
consumer behaviour. The amount of time available for the purchase has a substantial impact 
on the consumer decision process. Time as a situational factor can manifest itself in a 
number of different ways. As a generalisation, the less time there is available (i.e. the more 
the time pressure), the shorter the information search will be, the less use will be made of 
available information, and the more suboptimal purchases will be made.2! 

Time as a situational influence affects consumers’ choice of stores. For example, consumers 
are less likely to visit department stores when they are time pressured than when they are not 
time pressured.** A number of retail firms have taken advantage of this temporal-perspective 
factor. Perhaps the most successful of these are the deli or corner stores, or petrol station 
chains such as Food Plus and Road Pantry, which cater almost exclusively to individuals who 
either are in a hurry or want to make a purchase after regular shopping hours. 

Limited purchase time can also result in a smaller number of product alternatives being 
considered. The increased time pressure experienced by many dual-career couples and single 
parents has tended to increase the incidence of brand loyalty, particularly for nationally 
branded products. The obvious implication is that these consumers feel safer with nationally 
branded or ‘known’ products, particularly when they do not have the time to engage in 
extensive comparison shopping. 
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Time pressures and technology have combined to produce rapid growth in high-quality, 
easy-to-prepare foods.*> Exhibit 2.2 illustrates this. 


xhibit 2.2 A time-directed product-use situation 


PUT AUSTRALIANS FIRST — BUY AUSTRALIAN. a 


| 


- Throw together 
the perfect salad 
in no time. 


EAS 


Salad days, summer sunshine an en y not use some Golden Circle 


Circle. They're just made to go together. 

You don't need a recipe. Just a little 
imagination and the all-Australian caste 
of Golden Circle Sliced Bectroot and 
Corn Kernels. 


Arrange on 3 platter some lettuce, 


Pineapple and anything else you fancy? 

Then add a little sunshine ... drained 
Golden Circle Corn Kernels and Golden 
Circle Sliced Beetroot, home grown 
and canned without preservatives. Keep 


them handy any time you're throwing 


tomatoes, hard boiled eggs and a selec- a salad together. 


tion of cold meats. 


MOTHER NATURE. AT HER VERY, VERY BEST. 


In addition, the temporal perspective can translate into seasonal elements which suggest 
or justify particular purchase at particular time of the year. See, for example, the 
advertisements in Exhibit 2.3 (p. 2.15). 


Task definition 


Shown in Table 2.3 are the buying factors sought and avoided when buying a gift for a 
birthday and a wedding. For the buying factors sought, seven of the 10 listed are the same 
for a birthday and a wedding gift. Likewise, nine of the buying factors avoided are the same 
for both kinds of gifts. However, closer examination reveals that wedding gifts tend to be 
utilitarian (the top four attributes are durability, usefulness, receiver’s need and high 
performance), while birthday gifts tend to be fun (the top four attributes are enjoyability, 
uniqueness, durability and high performance). Therefore both the general task definition 
(gift giving) and the specific task definition (gift-giving occasion) influence purchase 
behaviour.*4 


2.13 


2.14 SECTION TWO CONSUNER: DECISION PROCESS 


[ sbie 2.3 Buying factors in gift-giving purchase situations 


Buying factors ‘sought’ by purchaser 


Birthday Wedding 
Enjoyability Durability 
Uniqueness Usefulness 
Durability Receiver’s need for product 
High performance High performance 
Usefulness Enjoyability 
Innovativeness Uniqueness 
Imaginativeness Presence of warranty 
Receiver’s need for product Tangibility 
Novelty Innovativeness 
Receiver is allowed creativity Prettiness 

Buying factors ‘avoided’ by purchaser 
Birthday Wedding 
Low quality Low quality 
Unreliability Lack of receiver desire for product 
Lack of receiver desire for product Lack of thoughtfulness 
Lack of thoughtfulness Gaudiness 
Gaudiness Lack of style 
No reflection on receiver's personality Unreliability 
Lack of tastefulness Lack of tastefulness 
Disliked by friends and family Disliked by friends and family 


Lack of style 


Inconvenience 


Inconvenience Inappropriate for occasion 


Source: S. DeVere, C. Scott and W. Shulby (1983), ‘Consumer Perceptions of Gift-Giving Occasions: Attribute Sales and 
Structure’, in eds R. P. Bagozzi and A. M. Tybout, Advances in Consumer Research X, Association for Consumer Research, 
Chicago, pp. 185-90. 


Exhibit 2.3 illustrates ways in which the cosmetics industry promotes a variety of gift- 
giving purchase situations. 


Antecedent states 


Antecedent states are features of the individual that are not lasting characteristics. Rather, 
they are momentary moods or conditions. For example, from time to time we all experience 
states of depression or high excitement that are not normally part of our individual make-up. 

Moods are transient feeling states that are generally not tied to a specific event or object.?5 
They tend to be less intense than emotions, and may operate without the individual’s 
awareness. While moods may affect all aspects of a person’s behaviour, they generally do not 
completely interrupt ongoing behaviour as an emotion might. Individuals use such terms as 
‘happy’, ‘cheerful’, ‘peaceful’, ‘sad’, ‘blue’ and ‘depressed’ to describe their moods. 
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xhibit 2.3 Gift-giving purchase situations 


From Russia with love. 


Want to be my 
Valentine, boys? 
‘Take a number. 


ie Maroussia has created three memorable Christmas gift sets. Each gift set combines Maroussia 


K e) @) K A j perfume with a variety of complimeniary gifts. A. 15ml Vaporizer with a 75ml Deodorant, $36.00. 


PARFUMS-PARIS B. 50m! Vaporizer $66.50 with a complimentary purse spray valued at $25. MAROUSSIA 
; Oui-Non by Koakai. C. 30ml Vaporizer $49.50 with a complimentary 125ml Body Lotion valued at $30. 
The very essence of a young woman. : 
To locate your nearest authorized Maroussia stockist, see overleaf for details. 


Moods both affect and are affected by the consumption process.*° For example, television 
program content can influence mood and arousal level, which, in turn, influences 
information-processing activities.2”7 Moods also influence decision processes and the 
purchase and consumption of various products. For example, one study found that positive 
moods were associated with increased browsing and ‘impulse’ purchasing. Negative moods 
also increased impulse purchasing in some consumers.7® 

In addition to responding to consumer needs induced by moods, marketers attempt to 
influence moods and to time marketing activities so that they coincide with positive mood- 
inducing events. Restaurants, bars, shopping centres and many other retail outlets are 
designed to induce positive moods in customers. Music is often played for this reason. Many 
companies prefer to advertise during ‘light’ television programs because viewers tend to be 
in a good mood while watching these shows. 

Momentary conditions differ somewhat from moods. Whereas moods reflect states of 
mind, momentary conditions reflect states of being such as being tired, being ill, having a 
great deal of money, having no money, and so on. Like moods, conditions must be 
momentary and not constantly with the individual in order to fit the definition of antecedent 
state. For example, an individual who is short of cash only for the moment will probably 
act differently to someone who is permanently poor. 

In Table 2.4, situations 9 and 10 represent antecedent conditions. In situation 9, a 
tougher-than-normal day at the office leaves you too tired to cook dinner; situation 10 
depicts a time to celebrate and reward oneself for all the hard work done in the last semester. 
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Each situation may motivate the choice of a restaurant for dinner but, depending on the time 
and money available, the type of restaurant selected will probably be different. 


rg able 2.4 Ten examples of how situations could influence the decision to eat 


Out and the choice of restaurant 


Situational 
influence Description of situation Type of restaurant used 
1. Physical It is very hot and your air conditioning isn’t working. Full/limited service 
2. Physical You're in the city for your Christmas shopping and the stores Full service 
and streets are very crowded. 
3. Social Your fiancee’s parents are going to take you out for dinner, Full service 
and ask you to pick the restaurant. 
4. Social Your neighbour comes over to visit, you are having a pleasant Fast food 
chat, and you discover it is time for lunch. 
5. Temporal You plan to go to a show at 7.30 p.m. It is now 6.30 p.m. Fast food 
6. Temporal You want to have an evening meal with the family when not Limited service 
rushed for time. 
7. Task It's your parents’ 25th wedding anniversary and you want to Full service 
take them out to dinner. 
8. Task Your spouse won’t be home for dinner and you are wondering Fast food 


9. Antecedent 


10. Antecedent 


what to feed the children. 


You are too tired to cook dinner because you have had a very 
fatiguing day at the office. 


You have just finished a tough semester and you're in the 
mood to really reward yourself. 


Limited/full service 


Full service 


These momentary conditions can present an opportunity for marketers, in that some 


products can be presented as the perfect antidote to a less than ideal day. Just as Crunchie 
advertised that it would ‘change the colour of your day’, a more recent campaign by Mentos 


suggested that it could turn a miserable day into a happy one! 


Situational influences and marketing strategy 


The previous sections presented a basic classification system of situational characteristics, 
and provided a number of examples of ways in which managers could respond to specific 
situations in order to increase the probability of purchase. Here we seek to answer the 
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questions, Given that situations do have an impact, how do marketing managers respond to 
them? and, What actions do they take to influence the situation? 

Unfortunately, there is no magic formula that will allow marketers to recognise the potential 
influence of a situation, but simply being aware of situational characteristics and their impacts 
will certainly help. It is important to remember that individuals do not encounter situations 
randomly. Instead, most people ‘create’ many of the situations they face. For example, 
individuals who choose to engage in physically demanding sports such as jogging, tennis or 
-squash are indirectly choosing to expose themselves to the situation of ‘being tired’ or ‘being 
thirsty’. This allows marketers to consider advertising and segmentation strategies based on 
the situations that individuals are likely to encounter, given their lifestyles. 

After determining the influence of different situations on purchase behaviour for a 
product category, a marketer must determine which products or brands are most likely to 
be purchased when a particular situation arises. One method of dealing with this question 
is to scale situations and products jointly. An example is shown in Figure 2.6. Here, use 
situations ranging from ‘private consumption at home’ to ‘consumption away from home 
where there is a concern for other people’s reaction to you’ have been scaled in terms of their 
similarity to each other in respondents’ perception, and their relationship to products 
appropriate for that situation. For a use situation described as ‘to clean my mouth upon 
getting up in the morning’, toothpaste and mouthwash are viewed as most appropriate. 
However, a use situation described as ‘before an important business meeting late in the 
afternoon’ involves both consumption away from home and a concern for the response of 
others. As a result, mint-flavoured gums or lollies/sweets would best serve this use situation. 


“9 igure 2.6 Use situations and product positioning 


Used away from home 


® Mint-flavoured 
® Fruit-flavoured gum/sweets 
gum/sweets 


® Soft drinks 


Concerned with Concerned with 


personal response from 
response ® Fresh others 
fruit 
® Dental 
aids 
® Mouthwashes 
® Toothpastes | = Use situation: ‘To clean my mouth upon rising 


in the morning’. 
|| = Use situation: ‘Before an important business 
Home usage meeting late in the afternoon’. 
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As more marketers have come to recognise the importance of situational influences on 
purchase and consumption, a greater effort has been made to incorporate use situations in 
marketing strategy. For example, recent research in the area of wine marketing confirms that 
the type of red wine purchased by a consumer will be highly dependent on the type of 
occasion the consumer anticipates for its consumption.’? This suggests that different wines 
could be successfully positioned as particularly suitable for particular occasions. However, 
some marketers may want their products to be positioned as being appropriate for a variety 
of situations. For this reason, the flower industry has put considerable effort into increasing 
the range of situations for which flowers are viewed as appropriate. 

Exhibit 2.4 outlines the steps a firm can take while studying the use situation, in order to 
be more successful with segmenting markets, positioning products, and creating 
advertisements designed to communicate this positioning. As demonstrated in Exhibit 2.5, 
more effective market segmentation and product positioning can be accomplished when use 
situations can be grouped together with needs (those created by the situation) and products 
perceived to be appropriate. A recent example of such a strategy involved the launching, by 
Bimble Box Farm, of a new form of mini-meal under the brand name of TuckerTime, 
targeted at children aged 2 to 9, which contains crackers, cheese, meat and a sweet treat, all 
in a single serve along with a 250 ml fruit drink, and which can be used as a school lunch 
or a picnic meal, or served as a snack.?? 


E xmivi 2.4 The person-situation segmentation procedure?! 


Step 1: Use observational studies, focus-group discussions, and secondary data to discover whether different 
usage situations exist and whether they are determinant, in the sense that they appear to affect the 
importance of various product characteristics. 


Step 2: If step 1 produces promising results, survey consumers to understand better benefits, product 
perceptions and product use. Measure benefits and perceptions by usage situation, as well as by 
individual-difference characteristics. Assess situation-usage frequency by recall estimates or usage- 
situation diaries. 


Step 3: Construct a person-situation segmentation matrix. The rows will be the major usage situations, and 
the columns will be the groups of users, identified by a single characteristic or a certain combination 
of characteristics. 


Step 4: — Rank the cells in the matrix in terms of their submarket sales volume. The person-situation 
combination that results in the greatest consumption of the product would be ranked first. 


Step 5: State the major benefits sought, important product dimensions, and unique market behaviour, for 
each non-empty cell of the matrix. 


Step 6: Position your competitor's offerings within the matrix. The person-situation segments they currently 
serve can be determined by the product features they promote and other marketing strategies. 
Step 7: Position your offering within the matrix on the same criteria as those listed in step 6. 


Step 8: — Assess how well your current offering and marketing strategy meet the needs of the submarkets, 
compared to the competition. 


Step 9: Identify market opportunities based on submarket size, needs and competitive advantage in each 


person-situation segment. 
continues... 
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The person-situation segmentation procedure: illustrative example 
for suntan lotion—continued 


Potential users of suntan lotion 


Suntan lotion Situation 
use situations Young children Teenagers Adult women Adult men benefits 
Beach/boat Prevent Prevent sunburn Prevent Prevent Container floats 
activities sunburn while tanning sunburn sunburn 
Home/pool Prevent Tanning Tanning with Tanning Lotion won't stain 
sunbathing sunburn summer clothes or 
perfume scent furniture 
Sunlamp/ Tanning Tanning with Designed for 
sunbathing moisturiser sunlamps 
Snow skiing Prevent sunburn Prevent sunburn Prevent Contains anti- 
while tanning with winter sunburn freeze formula 
perfume scent 
Person benefits Protection Tanning Protection and Protection 
tanning with and tanning 


perfume scent 


Source: P. Dickson (1982), ‘Person-Situation: Segmentation’s Missing Link’, Journal of Marketing, Fall, pp. 56-64. 


The complexity of a situation, and the many interactions that exist between its diverse 
components, make it a difficult element of the marketing mix. Often, marketers can only 
understand the influence of a particular situation with the benefit of hindsight. However, 
once a particular situational change has been identified, it may become an opportunity. For 
example, the current trend that sees an increase in the number of people eating out—the 
number of meals bought as take-aways or eaten outside of the home has increased by 50 per 
cent in the last 13 years—is not a positive one for manufacturers of branded products, as 
consumers eating in restaurants are not aware of the brand of the product they consume.°” 
This trend is also a bad sign for Royal Doulton Australia, the local subsidiary of the British 
dinnerware and giftware maker, as the number of formal parties decreased sharply over the 
same period. But Royal Doulton Australia, having identified these situational changes, has 
been able to put in place remedial strategies. For example, it has launched new ‘everyday’ 
lines, more suited to the casual, informal style of dining. It has also revisited its purchase 
outlets, increasing its concessions in Myer-Grace Bros stores as well as David Jones/John 
Martin Stores, so that dinnerware purchases can be made in the more general context of 
buying things for the home. A new range is even planned for sale in Kmart and other 
discounters.*° In other words, rather than expecting the situation to change, marketers 
ensure that the product is made to fit the situation. 
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Sumiware 


Marketing managers should view marketing activities designed to affect and influence a consumer 
in light of the situations that consumer faces. A consumer situation is a set of factors outside of, and 
removed from, the individual consumer, as well as removed from the characteristics or attributes of 
the product. 

For the purpose of helping to explain consumer behaviour, situations have been classified as five 
objectively measured variables. Physical surroundings include geographical and institutional location, 
decor, sound, aromas, lighting, weather, and displays of merchandise or other material surrounding 
the product. Retailers are particularly concerned with the effects of physical surroundings. 

Social surroundings deal primarily with other persons present who could have an impact on the 
individual consumer's behaviour. The characteristics of the other persons present, their roles, and 
interpersonal interactions are potentially important social situational influences. 

Temporal perspectives deal with the effect of time on consumer behaviour. This dimension of a 
situation may be specified in units ranging from time of day to seasons of the year. Time may also 
be measured relative to some past or future event. This includes concepts such as time since last 
purchase, time since or until meals or payday, and time constraints imposed by commitments. 
Convenience stores have evolved, and been successful by taking advantage of the temporal 
perspective factor. 

Task definition reflects the purpose or reason for engaging in the consumption behaviour. The task 
may reflect different buyer and user roles anticipated by the individual. For example, a person 
shopping for glassware for a wedding present is in a different situation than he or she would be if 
the glassware was for personal use. 

Antecedent states are features of the individual that are not lasting or relatively enduring 
characteristics. They are momentary moods or conditions. Momentary moods are such things as 
temporary states of depression or high excitement, which all people experience. Momentary 
conditions are such things as being tired, ill, having a great deal of money (or none at all), and so 
forth. 

Situational influences may have a very direct impact on their own, but they also interact with 
product and individual characteristics to influence behaviour. In some cases, the situation will have 
no influence whatsoever, because the individual’s characteristics or choices are so intense that they 
override everything else. But the situation is always potentially important, and therefore is of 
concern to marketing managers. 


Kay terms 


situation 
communication situation 
purchase situation 
usage situation 
consumption situation 
situational influence 
physical surroundings 


social surroundings 
temporal perspectives 
task definition 
antecedent states 
moods 

momentary conditions 
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W ebsites 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


Media Entertainment Group http://www.meg.com.au 
Royal Doulton http://www.doulton.com 


Review questions 


What is meant by the term situation? Why is it important for a marketing manager to understand 
situational influences on purchasing behaviour? 

What are physical surroundings (as a situational variable)? Give an example of how they can 
influence the consumption process. 

What are social surroundings (as a situational variable)? Give an example of how they can influence 
the consumption process. 

What is temporal perspective (as a situational variable)? Give an example of how it can influence the 
consumption process. 

What is task definition (as a situational variable)? Give an example of how it can influence the 
consumption process. 

What are antecedent conditions (as a situational variable)? Give an example of how they can 
influence the consumption process. 

What is a mood? How does it differ from an emotion? How do moods influence behaviour? 

What is meant by the statement, ‘Situational variables may interact with object or personal 
characteristics’? 

Are individuals randomly exposed to situational influences? If yes, why? 

How can consumption situations be used in market segmentation? 

How does crowding affect shopping behaviour? 

How do the desired attributes in a wedding gift differ from those in a birthday gift? 


Discussion questions 


Discuss the potential importance of each situational influence if you are developing a marketing 
strategy to promote the purchase of: 


as Haircut: d. Mountain bike. 
b. Hungry Jack’s. e. Charlie perfume. 
c. Diet Coke. f. Tofu. 


What product categories seem most susceptible to situational influences? Why? 

In those instances where marketers have little control over the consumption situation, why is it 
important for them to understand how the situation relates to the consumption of their product? 
How would you change the situational classification scheme presented in this chapter? 

What marketing strategies are suggested by Figure 2.2 for a trade association focused on: 


a. 


Kiwi fruit? c. Bananas? 


b. Strawberries? d. Grapes? 
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Flowers are ‘appropriate’ gifts for women in many situations, but seem to be appropriate for men only 
when they are ill. Why is this so? Could this situation change? 
Using Exhibit 2.4 as a model, construct a matrix for: 


a. Soft drinks. de “Cars. 

b. Perfumes. e. TV programs. 

e. blats f. Grocery stores. 

Could the findings in Table 2.2 be used by the following outlets? If so, how? 
a. Banks. c. Fast-food restaurants. 

b. Supermarkets. d. Clothing stores. 


Re-create Figure 2.6 using beverages as the product category, and four use situations of your choosing. 


Project questions 


Interview 10 people who have recently purchased the following product. Determine the role, if any, 
played by situational factors. 


a. Restaurant meal. d. Haircut. 
D, Gat. e. Bicycle. 
c. Book. f. Dress clothing. 


Interview a salesperson. Determine the role, if any, this individual feels situational variables play in 
his/her sales. 

a. Flower. c. Bicycle. 

Do» Pet. d. Wine. 

Conduct a study using a small sample of your friends (10 or so), in which you attempt to isolate the 
situational factors that influence the type, brand, or amount of the following product purchased or 
used. 


a. Soft drink. d. Restaurant meal. 
b. Wine. e. Shirt. 
c. Mouthwash. f. Exercise. 


Create a list of 10 use situations relevant to campus-area restaurants. Then interview 10 students, and 
have them indicate which of these situations they have encountered; ask them to rank-order these 
situations in terms of how likely they are to occur. Discuss how a restaurant could use this information 
in trying to appeal to the student market. 

Select a product and develop three distinct marketing strategies based on situational influences that 
affect the consumption of that product. 

Find three advertisements that are clearly based on a situational appeal. For each advertisement, indicate: 
a. Which situational variable is involved. 

b. Why the company would use this variable. 

c. Your evaluation of the effectiveness of this approach. 

Based on Table 2.3, create a ‘wedding gift’ and ‘birthday gift’ advertisement for the same brand of 
each of the following products: 


a. Mixer. d. Microwave. 
b. Kitchen knives. ev (CD player 
c. ‘Tool kit. f. Blanket. 


Choose one of the Websites listed above. Does it take into account some situational influences? Which 
ones in particular? 
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roblem recognition 


Chapter objectives 


When you have worked through this chapter, you should understand: 


> 


> 
> 
> 


the nature of problem recognition 
the difference between habitual, limited and extended decision making 
the methods for measuring problem recognition 


the marketing strategies to be used for activating problem recognition 


3.1 
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pes recognition is the first stage of the consumer decision process. In the following 
example, recognising the need for a service that catered solely to women who wanted to 
buy a car led to the formation of a successful new business. 

Sharon Ludwig set up a home business in Brisbane, Queensland to help women choose a 
car to buy. The idea originated from hearing ‘horror’ stories of women buying a car. They 
included stories of sales staff who treated women with disdain, who automatically called 
women customers ‘darling’ or ‘sweetheart’, or who condescendingly suggested that they 
should bring their husbands with them to buy the car. 

As she listened to the stories, Ludwig saw the opportunity for a new business, so she 
started a firm called Ladies Auto Search Service. The business finds the new or used vehicle 
that customers are looking for, taking the trouble out of the process. Ludwig stresses that 
she is not selling cars to people, but finding the cars that people want. 

She starts with an initial telephone contact in which she assesses the customer’s needs and 
budget, and helps her to define exactly the type of car she requires and what she likes in a 
car. Only two years old, the business has been a success, with many happy and satisfied 
customers. ! 

This chapter examines the nature of the consumer decision process and analyses the first 
step in that process, problem recognition. The chapter focuses on: 


» the process of problem recognition 
» the uncontrollable determinants of problem recognition 
» marketing strategies based on the problem recognition process 


Types of consumer decisions 


The term consumer decision suggests that an individual carefully evaluates the attributes of 
a set of products, brands or services, and rationally selects the one that solves a clearly 
recognised need for the least cost. It has a rational, functional connotation. However, while 
consumers do make many decisions in this manner, they make many others with only little 
conscious effort. 

Further, many consumer decisions focus not on brand attributes but, rather, on the 
feelings or emotions associated with acquiring or using the brand, or with the environment 
in which the product is purchased or used.? Therefore, a brand may be selected not because 
of an attribute (price, style, functional characteristics), but because ‘It makes me feel good’, 
or ‘My friends will like it’. 

While purchases and related consumption behaviour driven by emotional or 
environmental needs have characteristics distinct from the traditional attribute-based model, 
the decision-process model provides useful insights into all types of consumer purchases. 
Consumer decision making is described in this and the next four chapters, in terms of how 
it helps to understand emotion-, environment- and attribute-based decisions. 

As Figure 3.1 indicates, there are various types of consumer decision processes. As the 
consumer moves from a very /ow level of involvement with the purchase situation to a high 
level of involvement, decision making becomes increasingly complex. Purchase involvement 
is a continuum, and it is also useful to consider habitual, limited and extended decision 
making as general descriptions of the types of processes that occur along various points on 
the continuum. It is important to keep in mind that the types of decision processes are not 
distinct, but blend into each other. 
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Ss, igure 3.1 Purchase involvement and types of decision making 


Low purchase 


High purchase 
involvement 


involvement 


Habitual decision making Limited decision making Extended decision making 


Problem recognition 
* Selective 


Problem recognition Problem recognition 
* Generic * Generic 


Information search 
¢ Limited internal 


Information search Information search 
¢ Internal ¢ Internal 
¢ Limited external ° External 


Purchase Alternative evaluation Alternative evaluation 
¢ Few attributes « Many attributes 
¢ Simple decision rules * Complex decision rules 
¢ Few alternatives ¢ Many alternatives 


Postpurchase : Purchase Purchase 
* No dissonance 


* Very limited evaluation 


Postpurchase 
¢ Dissonance 


Postpurchase 
¢ No dissonance 


* Limited evaluation > Complex evaluation 


Before each type of decision process can be described, the concept of purchase 
involvement must be clarified. This is defined as the level of concern for, or interest in, the 
purchase process, once the purchase process has been triggered by the need to consider a 
particular purchase. It is a temporary state of an individual, family or household unit, and 
is influenced by the interaction of individual, product and situational characteristics.* 
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Purchase involvement is not the same as product involvement. For example, a person may 
be very involved with a product category (toothpaste or cars) or a brand (Colgate or Volvo), 
yet may have a very low level of involvement with the purchase process because of brand 
loyalty. Alternatively, a person may have a rather low level of involvement with a product 
(school supplies or car tyres), but a high level of purchase involvement because of the desire 
to set an example for a child, to impress a friend, or to save money. (There are, of course, 
individual differences in general involvement level, and in the involvement response to 
particular situations.) 

The following sections provide a brief description of how the purchasing process changes 
as purchase involvement increases. 


Habitual decision making 


Habitual decision making in effect involves no decision as such. As Figure 3.1 indicates, a 
problem is recognised, internal search (long-term memory) provides a single preferred 
solution (brand), that brand is purchased, and an evaluation occurs only if the brand fails 
to perform as expected. Habitual decisions occur when there is very low involvement with 
the purchase, and result in repeat purchasing behaviour. 

A completely habitual decision does not even include consideration of the ‘do-not- 
purchase’ alternative. For example, noticing that the tube of Colgate toothpaste is nearly 
empty will cause the consumer to purchase some of the same toothpaste during the next visit 
to the supermarket. The consumer will not even consider the possibilities of not replacing 
the toothpaste, or purchasing another brand. At the supermarket, this consumer will scan 
the shelves for Colgate, and then pick it up without considering alternative brands, its price, 
or other potentially relevant factors. 

Habitual decisions can be broken into two distinct categories: brand-loyal decisions and 
repeat purchase decisions. These two categories are described briefly below, and examined 
in detail in Chapter 7. 


Brand loyalty 


At one time, the consumer may have been highly involved in selecting a toothpaste, and may 
have used an extensive decision-making process. Having selected Colgate as a result of this 
process, the consumer will now buy it without further consideration, even though using the 
best available toothpaste is still considered important. This consumer is committed to 
Colgate because he or she believes it best meets overall needs, and because an emotional 
attachment (‘liking it’) has been formed. The consumer is brand loyal. It will be very difficult 
for a competitor to gain his or her patronage. 


Repeat purchases 


In contrast, another consumer may believe that all tomato sauces are about the same, and 
may not attach much importance to the product category or the purchase. Trying Heinz and 
finding it satisfactory, the consumer will now purchase it using habitual decision making. 
This consumer is a repeat buyer of Heinz tomato sauce, but is not committed to it. A 
competitor could gain his or her patronage rather easily. 

Both brand loyalty and repeat purchasing can have a strong situational component. For 
example, many consumers are either brand loyal to, or will generally purchase, ‘price’- 
brand beverages and food for personal consumption, yet will purchase a different brand 
for use by guests. 
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Limited decision making 


Limited decision making covers the middle ground between habitual decision making and 
extended decision making. In its simplest form (Jowest level of purchase involvement), 
limited decision making is very similar to habitual decision making.° For example, while at 
the supermarket a consumer may notice a point-of-purchase display for Arnott’s potato 
chips, and pick up two packets without seeking information beyond internal memory that 
‘Arnott’s tastes good’. In addition, no other alternative may be considered—except, possibly, 
a very limited examination of a ‘do-not-buy’ option. In another case, a consumer may use a 
decision rule (‘buy the cheapest brand of instant coffee available’). When this consumer 
realises the home is running low on coffee (problem recognition), coffee prices will be 
checked during the next visit to the supermarket, and the cheapest brand will be selected. 

Limited decision making also occurs in response to some emotional or environmental 
needs. For example, consumers may decide to purchase a new brand or product because 
they are ‘bored’ with the current, otherwise satisfactory, brand. This decision may involve 
evaluating only the newness or novelty of the available alternatives. Consumers may also 
evaluate a purchase in terms of the actual or anticipated behaviour of others. For example, 
a person may order wine with a meal or refrain from ordering it, depending on the observed 
or expected orders of dinner companions.°® 


Extended decision making 


As Figure 3.1 indicates, extended decision making is the response to a very high level of 
purchase involvement. An extensive internal and external information search is followed by 
a complex evaluation of multiple alternatives. After the purchase, uncertainty about its 
correctness is likely, and a thorough evaluation of the purchase will take place. 

Relatively few consumer decisions reach this extreme level of complexity. However, 
products such as homes and personal computers, and recreational items such as backpacks 
and tents, are frequently purchased as a result of extended decision making. 

Even decisions that are heavily emotional may involve substantial cognitive efforts. For 
example, consumers may agonise over a decision either to buy a sports car or to take a 
cruise, even though the needs being met and the criteria being evaluated are emotions or 
feelings rather than attributes, and are therefore typically fewer in number, with less external 
information available. Because buying a sports car or taking a cruise involves some form of 
risk—financial risk—consumers may still require extensive information to assist them to 
make the right decision, and may evaluate the selection criteria carefully. 


Marketing strategy and types of consumer 
decisions 


The brief descriptions above of the various types of consumer decisions should suffice to 
show that marketing strategies appropriate for extended decision making are less than 
optimal for limited or habitual decisions. As Figure 3.1 illustrates, most stages of the 
consumption process are affected by purchase involvement, but, as habitual and limited 
decision making generally reflect lower levels of purchase involvement by the consumer, 
these strategies would differ from those used in a high purchase involvement situation. 
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A chapter will be devoted to each of the stages in the consumption process. Each chapter 
will describe the impact of purchase involvement on that stage of the decision process, and 
indicate how marketing strategy is affected. 


The process of problem recognition 


A day rarely passes in which consumers do not face several consumption problems. Routine 
problems of depletion, such as the need to get petrol as the gauge nears empty, or the need 
to replace a frequently used food item, are readily recognised, defined, and resolved. The 
unexpected breakdown of a major appliance such as a refrigerator or washing machine 
creates an unplanned problem that is also easily recognised, but is often more difficult to 
resolve. Recognition of other problems, such as the need for a personal computer, may take 
longer, as these may be more subtle problems, which evolve slowly over time. 

Feelings, such as boredom, anxiety or being ‘down’, may arise either quickly or slowly 
over time. Such feelings are often recognised as problems that may be solved by purchasing 
behaviour (‘I’m sad, I think I’ll go shopping/to a movie/to a restaurant’). At other times, such 
feelings may trigger consumption behaviours without deliberate decision making. A person 
feeling ‘restless’ may eat a snack without really thinking about it. In this case, the ‘problem’ 
remains unrecognised (at the conscious level) and the solutions tried are often inappropriate 
(eating may not reduce restlessness).’ 


The nature of problem recognition 


Problem recognition is the first stage in the consumer decision process, and it must occur 
before decision making can begin. In each of the situations described above, the recognition 
of a problem is the result of a discrepancy between a desired state and an actual state that 
is sufficient to arouse and activate the decision process. The kind of action taken by the 
consumer in response to recognised problems relates directly to the situation, its importance 
to the consumer, and the dissatisfaction or inconvenience created by the problem. 

Without recognition of a problem, there is no need for a consumer decision. This 
condition is illustrated in Figure 3.2, which shows that, when there is no discrepancy 
between the consumer’s desired state (what the consumer would like) and the actual state 
(what the consumer perceives as already existing), no action results. When there is a 
discrepancy between a consumer desire and the perceived actual state, recognition of a 
problem occurs.® Figure 3.2 shows that, any time the desired state is perceived as being 
greater than or less than the actual state, a problem has been recognised. Any time the 
desired state is equal to the actual state, no problem exists. 

At the heart of the problem-recognition process is the degree to which a desired condition 
is out of alignment with an actual condition. In Figure 3.2, consumer desires are represented 
as the result of the desired lifestyle of the consumer and the current situation (time pressures, 
physical surroundings, and so on). Perceptions of the actual state also vary in relation to a 
consumer’s lifestyle and current situation. 


The desire to resolve recognised problems 


The level of a person’s desire to resolve a particular problem depends on two factors: 


1. the magnitude of the discrepancy between the desired and actual states 
2. the relative importance of the problem 
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e7 igure 3.2 The process of problem recognition 


Current situation 
Temporary factors affecting 
the consumer 


Desired consumer lifestyle 
The way the consumer 
would like to feel 


Desired state 
The condition the consumer 
would like to be in at this point 
in time 


Actual state 
The condition the consumer 
perceives him or herself to 


be in at this point of time 


Nature of discrepancy 
Difference between the consumer's desired and perceived conditions 


Actual state 
exceeds 
desired state 


Desired state 
exceeds 
actual state 


No difference 


Problem recognised 


Satisfaction a er 
Search decision initiated 


No action 


An individual may want to have a car that averages at least 10 kilometres per litre while 
still meeting certain size and power criteria. If that person’s current car achieves an average 
of only 8.5 kilometres per litre, a discrepancy exists, but it may not be large enough to 
motivate the consumer to proceed to the next step in the decision process. 

Even though a large discrepancy may exist, the consumer may not proceed to the next 
stage of decision making—information search—because the relative importance of the 
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problem may be perceived to be small. A consumer may desire a new Holden Commodore 
and own a 10-year-old Honda Accord. The discrepancy is large. However, the relative 
importance of this particular discrepancy may be small compared to that consumer’s other 
consumption problems, such as those related to housing, electricity, and food. Relative 
importance is a critical concept, because all consumers operate under budget and/or time 
constraints. Only those problems that are relatively more important are likely to be solved. 
In general, importance is determined by how critical the problem is to the maintenance of 
the desired lifestyle. 


Types of consumer problems 


Consumer problems may be either active or inactive. An active problem is one the consumer 
is aware of, or will become aware of, in the normal course of events. An inactive problem 
is one of which the consumer is not yet aware. This concept is very similar to the concept 
of felt need, which is discussed in the ‘Diffusion of innovations’ section in Chapter 16. 


Uncontrollable determinants of problem 
recognition 


A discrepancy between what is desired by a consumer and what the consumer /as is 
therefore the necessary condition for problem recognition. This discrepancy can be the result 
of a variety of factors that influence consumer desires and/or perceptions of the existing 
state. These factors are often beyond the direct influence of the marketing manager; a 
change in family composition is one such factor. 

This section of the chapter reviews some of the uncontrollable factors that affect problem 
recognition. These factors are illustrated in Figure 3.3. Most will be described in detail in later 
chapters of the book. Here, they are related more directly to the problem-recognition process. 


Factors influencing the desired state 


Many factors can affect a consumer’s lifestyle and desires. The most important of these 
factors are the following (see fig. 3.3): 


culture/social class 
reference groups 

household characteristics 
financial status/expectations 
previous decisions 
individual development 
motives 

emotions 

the situation 
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Culture and social class provide broad boundaries for lifestyle and therefore delineate 
appropriate desired states. Desired clothing, housing, food, transportation, and many other 
aspects of lifestyle are heavily influenced by culture. In Australia and New Zealand, social 
class exerts a similar but somewhat less powerful influence. 
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Sy, igure 3.3 Non-marketing factors affecting problem recognition 


Culture/social class 


Reference group 


Past decisions 
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Consumer/government groups 


Less 
than Normal depletion 
Household characteristics i 
Product/brand performance 
Financial status/expectations Desired Actual 
a state [2 Equal State Individual development 
Previous decisions | ia 
_ Emotions 
Individual development 
Greater 
Emotions than 
Motives Availability of products 
Situation Situation 


Reference groups exert a major influence on a consumer’s lifestyle, and a change in 
reference groups is likely to alter that lifestylk—which can, in turn, affect desires. For 
example, this happens to many university students following graduation, when their 
environment and major point of reference changes from the university campus to the 
business environment. The conspicuous differences in clothing and behaviour from those 
they were previously accustomed to quickly influence new employees as they discover many 
discrepancies between their previous lifestyle and reference groups and the lifestyle exhibited 
by their new reference groups. These discrepancies create problems that these new 
employees resolve in order to adjust to the explicit and implicit standards of their new 
reference groups. 

Household characteristics such as the number and ages of children determine many 
consumer desires. Changes in household characteristics produce changes in lifestyle, and 
dramatic changes in consumer desires. As shown in Chapter 14, both marriage and divorce 
create substantial changes in the desired state for housing, home furnishings, leisure 
activities, and numerous other products. The birth of a child also alters needs, attitudes and 
consumer lifestyles. For example, having a child often results in the recognition of a need for 
greater financial security, and in the subsequent purchase of life insurance to reduce the 
discrepancy between desired financial security and an existing lack of such security. 

Changes in financial status and/or changes in financial expectations can also affect a 
consumer’s desired state. A salary increase, a large tax return, an inheritance, or anticipation 
of any of these may cause the consumer to change desires and decide that an existing state 
is less satisfying. A financial loss or a change in the economy also can change consumer 
expectations, and lead to problem recognition.’ In periods of rapid inflation, or recessionary 
periods, many households are forced to cut back on extras, such as entertainment, and to 
purchase lower quality levels of other products, such as food. For example, an Australian 
study conducted during recession found that 28 per cent of the respondents postponed 


buying large household appliances, 23 per cent postponed buying a car or taking overseas 
holidays.!° 
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Previous decisions affect problem recognition. The purchase of a car or home may trigger 
recognition of a need for financing or insurance. The purchase of a pot plant may lead to a 
desire for plant food. The decision to participate in a sport such as cycling, tennis or sailing 
generally creates a need for a range of supporting products. Exhibit 3.1 is an advertisement 
based on this fact. Buying a swimming pool leads to the recognition of the need to purchase 
other products for keeping the pool clean. 


xhibit 3.1 Promoting problem recognition that a purchase decision creates a 
need for supporting goods 


® Will not cause corrosion ® Save SSS's against any other 

® Will not leave residue or damage pool surround pool purifying system ; 
® Will not damage plants and grass around the pool e Work well in pebble-lined pools: 
® Will not oxidise poo! paint ®@ Often helps asthmatics 

® Will save 90% on chemical cost e Automate daily dosing 


P.O BOX 54 SEAFORTH NSW 2092 
TELEPHONE: (02) 9949 5000 FAX: (02) 9949 3411 


¢ Aquabrite — the long lasting oxidiser which contains no 
chlorine or bromine - when used with copper/silver 
ioniser no chlorine is required. 


Individual development can also influence the desired state. Individual development 
relates to changes in the individual consumer over time—for example, as each of us gets 
older, our needs and/or lifestyle may change, and therefore the types of products and services 
we desire may also change. It is difficult to separate individual development from associated 
changes in reference groups, household life cycle and income. However, this factor does 
appear to influence the desired state independently of other factors. 

Motives such as those suggested by Maslow or McGuire (see Chapter 10) have a major 
impact on the desired state. For example, Maslow states that, as a person becomes 
increasingly hungry, the desired state focuses on being ‘not hungry’. Once hunger is satisfied, 
higher order motives come to dominate the desired state. 

Emotions also influence the desired state. Most of us desire a near-neutral emotional state 
most of the time, and there are products and services that help us maintain equilibrium in 
our day-to-day existence. However, we frequently also seek positive emotional experiences 
(e.g. feelings of warmth or excitement). Mild levels of generally unpleasant emotions are 
also sought on occasion—for this reason, people may attend sad or scary movies, or read a 
horror novel. 
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The individual’s current situation strongly influences the desired condition. A person with 
limited time may desire fast service, while the same person may desire friendly service when 
he or she has more time. During cold weather, many people prefer hot drinks, while hot 
weather makes cold drinks more desirable. An individual in an anxious mood may want to 
dine at a familiar restaurant, whereas someone feeling restless or bored may desire trying 
out a new restaurant. 


Factors influencing the actual state 


There are many factors beyond the control of marketers that influence perceptions of the 
actual, or existing, state. These include: 


past decisions 

normal depletion 

product/brand performance 

individual development 

emotions 

the efforts of consumer groups and government departments 
the availability of products 

the current situation 
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Past decisions determine the individual’s existing set of solutions to problems. A decision 
to rent or lease a home or car, rather than buy, can influence our existing state, as we may 
be searching for a short-term solution to the problem of needing a car or a home. However, 
our rental decision may satisfy our current needs, but not our future needs, because we may 
not remain satisfied with renting rather than owning. The sum of an individual’s past 
consumption decisions (those relating to both purchases and non-purchases) provides the 
framework for the existing state. 

Normal depletion is the cause of most routine problems—those arising when frequently 
used foods and household items are used up and need to be replaced. Depletion can also be 
less obvious, however, such as the need for an oil change or the replacement of a tyre that 
is beginning to show wear. With most problems of this type, the condition of depletion is 
easily recognised, and resolved with a consumer purchase. 

The performance of existing problem solutions (products and brands) has an obvious 
impact on the existing state. Many products need to perform on two levels—instrumental 
and expressive. Instrumental performance relates to the physical or functional performance 
of the product. If an individual’s car brakes fail, its instrumental performance is inadequate. 
Expressive performance relates to the symbolic performance of the product. If a car does not 
reflect the desired self-concept, its expressive performance is inadequate. These concepts are 
discussed in depth in Chapter 7. 

The normal processes of individual development (discussed above) may alter perceptions 
of the existing state. This is particularly true with respect to physical attributes. As 
consumers age, many experience complexion problems, weight problems, heart and/or 
stomach problems, and hearing problems. Likewise, mental development may lead to 
dissatisfaction with existing reading material or music collections. The development of skills 
such as the ability to play squash or the guitar may lead to dissatisfaction with current 
equipment. 

Emotions are a major component of the actual state. People are either relatively neutral 
emotionally, or in a state where one or more emotions are aroused. Since we generally desire 
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either a neutral or positive emotional state (see above), emotions can be an important source 
of problem recognition. 

As concern for consumer welfare has been increasing, consumer groups and the 
government have been attempting to produce a particular type of problem recognition in 
consumers. The goal is to produce dissatisfaction with current solutions that are unhealthy, 
dangerous, or environmentally unsound. There are many examples of advertising and 
promotional campaigns developed to achieve this objective for issues such as road safety, 
drink driving, cigarette smoking and child abuse. 

The availability of products also affects the actual state. The absence of particular products, 
a lack of awareness about products or brands, or the inability to afford certain products all 
have an effect. For example, until a few years ago, the lack of gluten-free products available 
on the market had a major impact on the existing state of health of many consumers. 

Finally, the current situation has a major impact on perceptions of the actual state. The 
presence of others, as well as physical conditions, temporal perspective, and antecedent 
states, are, in fact, key elements of the actual state. Situational influences can operate in both 
obvious and subtle ways. For example, in an obvious case, unusually hot weather may 
trigger problem recognition related to air conditioning and home insulation. Less obviously, 
a mood such as depression may initiate a clothing purchase. The problem in this case is an 
unpleasant emotional state (actual state), which the consumer attempts to resolve by doing 
something pleasant (purchasing a personal item) for himself or herself. 


Marketing strategy and problem recognition 


Marketing managers have four concerns related to problem recognition. First, they need to 
know what problems consumers are facing. Second, managers must know how to develop 
the marketing mix to solve consumer problems. Third, they occasionally want to cause 
consumers to recognise problems. Finally, there are times when marketers desire to suppress 
problem recognition among consumers. The remainder of this chapter discusses these issues. 


Measuring problem recognition 


A wide variety of approaches are used to determine the problems consumers face. The most 
common approach, undoubtedly, is intuition. That is, a manager can analyse a given product 
category and determine logically where improvements could be made. For example, soundless 
vacuum cleaners and dishwashers are logical solutions to potential consumer problems. 

The difficulty with this approach is that the problem identified may be of low importance 
to most consumers. A common research technique is the survey, which asks relatively large 
numbers of individuals about the problems they are facing. A second common technique is 
the use of focus groups or group discussions. As discussed in Appendix A, focus groups are 
composed of 8 to 12 similar individuals, such as female university students, male doctors or 
teenage girls, brought together to discuss a particular topic. A moderator is present to keep 
the discussion moving and focused on the topic, but otherwise the sessions are free flowing. 
Both surveys and focus groups tend to take one of three approaches to problem 
identification: activity analysis, product analysis, or problem analysis. A fourth approach, 
human factors research, does not rely on surveys or focus groups. Emotion research 
attempts to discover the role emotions play in problem recognition. Each of these forms of 
analysis is described below. 


CHAPTER 3 PROBLEM RECOGNITION 


Activity analysis 


Activity analysis focuses on a particular activity, such as preparing dinner, mowing the lawn 
or washing your hair. The survey or focus group attempts to determine what problems 
consumers face during the performance of the activity. For example, many large consumer- 
goods manufacturers use consumer panels to report on product performance and problems 
they have encountered in using the products. Agree Shampoo and Agree Creme Rinse are 
two products that were developed as a result of this type of research. 


Product analysis 


Product analysis is similar to activity analysis, but examines the purchase and/or use of a 
particular product or brand. Consumers may be asked about problems associated with 
using, for example, their lawnmowers or their hairdryers. 


Problem analysis 


Problem analysis takes the opposite approach from the previous techniques. It starts with a 
list of problems, and then asks the respondent to indicate which activities, products, or 
brands are associated with these problems. A study of this type focusing on packaging could 
include statements such as: 


——— packages are hard to open. 

Packages of ——— are hard to reseal. 

——— doesn’t pour well. 

Packages of ——— don’t fit on the shelf. 
Packages of ——— waste too many resources. 
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Human factors research 


While many methods can be employed in human factors research, observational techniques 
such as slow-motion and time-lapse photography, video recording, and event recorders are 
particularly useful to marketers. Human factors research attempts to determine human 
capabilities in areas such as vision, strength, response time, flexibility and fatigue, and the 
effect on these capabilities of lighting, temperature, and sound. 

This type of research can be particularly useful for identifying functional problems of 
which consumers are unaware. For example, it can be used in the design of such products 
as vacuum cleaners, lawnmowers and computers, to minimise user fatigue. 


Emotion research 


Marketers are just beginning to conduct research on the role of emotions in the decision 
process. One approach is to use focus-group research and face-to-face interviews that focus 
on either the emotions associated with a certain product, or the products associated with 
reducing or arousing certain emotions. For more subtle or sensitive emotions or products, 
projective techniques (see Chapter 10) can provide useful insights."! 


Reacting to problem recognition 


Once a consumer problem is identified, the marketer may structure the marketing mix to 
solve the problem. This can involve developing or altering products, modifying channels of 
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distribution, changing pricing policy, or revising advertising strategy. For example, many 
consumers recognise the need to have appliances in their homes that are safe for all members 
of the household. The advertisement shown in Exhibit 3.2 highlights how Panasonic has 
responded to consumers’ need for an air-conditioner that not only keeps them cool but also 
purifies the air of irritants. 


xhibit 3.2 Responding to a recognised problem 


(An MIR CONDITIONER 


for those of us 


with sensilive noses. 


Indoor air is full of. microscopic ¢ 

can cause respiratory problems like hay 
So: Panasonic put an electrostat 
wall-hung reverse cycle air conditioners 


Helping even the littlest nose 


People starting work for the first time are often presented with opportunities to buy 
insurance, apply for credit cards, and solve other problems associated with the start of 
financial independence and a major change in lifestyle. These opportunities, presented 
through both personal sales contacts and advertising media, reflect various firms’ knowledge 
that many individuals in this situation face problems that their products will help to solve. 

Weekend and late-night store hours are retailers’ response to the consumer problem of 
limited weekday shopping opportunities. Solving this problem has become particularly 
important to families where both partners are working. Many banks now keep their home 


loan centres open for extended hours and provide mobile bankers to cater to consumers who 
lack time. 
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These examples are a few ways in which marketers have reacted to consumer problem 
recognition. In general terms, each firm should be aware of the consumer problems it can 
solve, which consumers have these problems, and the situations in which the problems arise. 


Activating problem recognition 


There are occasions when the marketer will want to influence problem recognition rather 
than merely react to it. For example, florists are attempting to lessen the incidence of 
consumers buying flowers for only special occasions by activating problem recognition at 
other times of the year. The Interflora slogan ‘Say it with flowers’ appeals to consumers to 
buy flowers to express their feelings to someone they care about any time, rather than 
waiting for a special occasion. 


Generic versus selective problem recognition 


Two basic approaches to fostering problem recognition are generic problem recognition and 
selective problem recognition. These are comparable to the economic concepts of generic 
and selective demand. Generic problem recognition refers to the recognition of a 
discrepancy that a variety of brands within a product category can reduce. 

Generally, a firm will attempt to influence generic problem recognition when the problem 
is latent or of low importance, and: 


1. It is early in the product life cycle. 

2 The firm has a very high percentage of the market. 

3. External search after problem recognition is likely to be limited. 
4. An industry-wide co-operative effort is being made. 


Consider the advertising copy in Exhibit 3.3. This advertisement from Yalumba attempts 
to generate generic problem recognition by increasing consumers’ recognition of the way 
wine can enhance their lives. 

Door-to-door sales for such products as encyclopedias attempt to arouse problem 
recognition, in part because the salesperson can then limit external search to one brand. Co- 
operative advertising campaigns such as those for dairy products (‘Dairy Food. Are you getting 
enough?’) frequently focus on generic problem recognition. Organisations such as Australia 
Post can focus on generic problem recognition since the majority of sales increases will 
probably come to them. However, a smaller firm that generates generic problem recognition 
for its product category may be generating more sales for its competitors than for itself. 

While generic problem recognition generally results in an expansion of the total market, 
firms attempt to cause selective problem recognition to gain or maintain market share. 


Approaches to activating problem recognition 


How can a firm influence problem recognition? You will recall that problem recognition 1s 
a function of both the importance and the magnitude of the discrepancy between the desired 
state and an existing state. Therefore, the firm could attempt to influence the size of the 
discrepancy by altering either the desired state or the perceptions of the existing state. It 
could alter the desired state using advertising to emphasise the benefit of owning a particular 
product. To affect the consumer’s perception of the existing state, the firm could compare 
its brand’s features with those of competitors’ brands, highlighting the firm’s superiority on 
these features. Or it could attempt to influence the perception of the importance of an 
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xhibit 3.3 Attempt to influence generic problem recognition 


ood wine is a good, familiar 


creature, if it be well used: 


—William Shakespeare. 
No other beverage has captured man’ imagination Is it any wonder then, that at the most important 
or captivated his soul in quite the same way as the times of life, a glass of fine wine is never too far away. 
fermented juice of the humble grape. When we are born, it is there to wet our head. 
Like a human being, wine isa living, breathing thing. It celebrates our birthdays, our little triumphs, and 


Just like us, it can be precocious, feisty, seductive, our big ones. 


alluring, familiar, It announces our engagements, seals our wedding 


comforting or thoroughly vows, and encourages fathers-in-law to say far too much. 
challenging, Itis there at Christmas, family 
It can be loud and flashy, reunions, anniversaries, twenty-firsts 


or modest and unassuming; and ninety-firsts. 


shallow and lacklustre, or deep It turns a minute into a 


and meaningful; lively and moment; an occasion into an event; 


unpredictable, or solid, and reliable. anda meal into a celebration. 
It even ages just like us. Of course, that doesn’t mean 


Sometimes it ages gracefully, approaching you have to wait for something special 


its twilight years with a mellow maturity and to happen before you can open a bottle of wine. 
good-humour. Other times, it becomes withered up, Because just by opening a bottle in the first place, 
ungiving and positively cranky, losing all the allure you've already made something special happen. 


and vitality it possessed in its youth. 


Treated with respect and understanding, wine can be 


ine. One of lifes 
reat pleasures. 


a loyal and faithful friend, rewarding your patience and 


care many times over. 


This message is brought to you by Yalumba. Australia’ oldest family owned winery. 
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existing discrepancy. For example, a tyre manufacturer could highlight the importance of 
safety when choosing tyres for the family car. 

There is evidence that both individuals and product categories differ in their 
responsiveness to attempts to change desired or perceived existing states.'* Therefore, 


marketers must be sure that the selected approach is appropriate for their product category 
and target market. 
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Influencing the desired state 


Most marketing efforts attempt to influence the desired state. Many new consumer products 
are being developed in response to changes in consumers’ desired states. People are now 
more concerned about eating more natural products, as well as about using natural products 
on their skin. However, they are faced with a multitude of products. For this reason 
marketers try to stress that their product offers something not previously offered—in other 
words, they attempt to change the desired state. 


Influencing perceptions of the existing state 


It is also possible to influence perceptions of the existing state through advertisements. 
Many personal-care and social products take this approach. ‘Even your best friend won’t tell 
you’ is an example of a message designed to generate concern about an existing state. The 
desired state is assumed to be fresh breath. This message is designed to cause individuals to 
question whether their existing state coincides with this desired state. 

Attempts by firms to ‘break into’ habitual or limited decision making when their brand 
is not currently used generally focus on the existing state. For example, the annual renewal 
of car insurance is a habitual decision for most consumers. Companies such as AAMI 
directly challenge the car owner to engage in more extended decision making. It suggests 
that the existing state for most individuals not insured with AAMI is that of possessing 
relatively fewer benefits. 


Timing problem recognition 


Consumers often recognise problems at a time when purchasing a solution is either difficult 
or impossible; for example, someone who has almost had an accident may decide that new 
tyres are needed at once. Someone who is sick may want cold tablets, yet may not feel like 
driving to the chemist. And someone who has just had a burglary will become aware of a 
need for contents insurance. 

In some instances, marketers attempt to help consumers solve such problems after they 
arise. For example, some chemists will make home deliveries. However, the more common 
strategy is to trigger problem recognition in advance of the actual problem. That is, it 1s 
often to both the consumer’s and the marketer’s advantage if the consumer can recognise 
and solve potential problems before they become actual problems. 

While some companies, particularly insurance companies, attempt to initiate the 
recognition of potential problems through mass-media advertising, others rely more on 
point-of-purchase displays and other in-store influences (see Chapter 6). Retailers as well as 
manufacturers are involved in this activity. For example, prior to the Easter and Christmas 
holidays, providers of car servicing recommend a 20-point car-safety check. 


Suppressing problem recognition 


As noted earlier, competitors, consumer organisations and government departments 
occasionally introduce information in the marketplace triggering problem recognition that 
particular marketers would prefer to avoid. For example, manufacturers of brands with 
substantial habitual or limited decision purchases do not want their current customers to 
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recognise problems with their brands. Effective quality control and distribution (i.e. limiting 
out-of-stock situations) are important in these circumstances. Packages and package inserts 
that assure the consumer of the wisdom of the purchase are also useful. 


anima 


Consumer decision making becomes more extensive and complex as purchase involvement increases. 
The lowest level of purchase involvement is represented by the habitual decision: a problem is 
recognised, long-term memory provides a single preferred brand, that brand is purchased, and only 
limited postpurchase evaluation occurs. However, as the consumer moves from limited decision 
making towards extended decision making, information search increases, the evaluation of 
alternatives becomes more extensive and complex, and postpurchase evaluation becomes more 
thorough. 

Problem recognition involves recognising the existence of a discrepancy between the consumer's 
desired state (what the consumer would like) and the actual state (what the consumer perceives as 
already existing). Both the desired state and the actual state are influenced by the consumer's lifestyle 
and current situation. If the discrepancy between these two states is sufficiently large and important, 
the consumer will begin to search for a solution to the problem. 

A number of factors beyond the control of the marketing manager can affect problem recognition. 
The desired state is commonly influenced by: culture/social class; reference groups; family 
characteristics; financial status/expectations; previous decisions; individual development; motives; 
emotions; and current situations. 

The actual state is influenced by several factors: normal depletion; product/brand performance; 
individual development; emotions; the efforts of consumer groups, past decisions; availability of 
products; and the situation. 

Before marketing managers can respond to problem recognition generated by outside factors, they 
must be able to measure it. Surveys and focus groups using activity, product or problem analysis are 
commonly used to measure problem recognition. Human factors research approaches the same task 
from an observational perspective. Emotion research focuses on the emotional causes of, and 
responses to, product purchase and use. 

Once managers are aware of problem-recognition patterns among their target market, they can 
react by designing the marketing mix to solve the recognised problem. This may involve product 
development or repositioning, a change in shopping hours, a different price, or a range of other 
marketing strategies. | 

Marketing managers often want to influence problem recognition rather than react to it. They may 
desire to generate generic problem recognition—recognising the discrepancy which a variety of brands 
within a product category can reduce—or to induce selective problem recognition—the discrepancy that 
only one brand in the product category can solve. 

Attempts to activate problem recognition generally do so by focusing on the desired state. 
However, attempts to make consumers aware of negative aspects of the existing state are also 
common. In addition, marketers attempt to influence the timing of problem recognition by making 
consumers aware of potential problems before they arise. 

Finally, some managers may attempt to minimise or suppress problem recognition by current users 
of their brands. 
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Kay terms 


problem recognition inactive problem 

consumer decision instrumental performance 
purchase involvement expressive performance 
habitual decision making activity analysis 

limited decision making product analysis 

extended decision making problem analysis 

brand-loyal decisions human factors research 
repeat purchase decisions emotion research 

desired state generic problem recognition 
actual state selective problem recognition 


active problem 


Wewcites 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


AAMI http://www.aami.com.au 
Australia Post —_http://www.auspost.com.au 
Colgate http://www.colgate.com 
Heinz http://www. hjheinz.com 
Volvo http://www.volvo.com.au 


Review questions 


What does purchase involvement mean? How does it differ from product involvement? 
What factors influence purchase involvement? 
How does consumer decision making change as purchase involvement increases? 
What is the role of emotion in the consumer decision process? 
How do habitual, limited and extended decision making differ? How do the two types of habitual 
decision making differ? 
6. What is problem recognition? 
7. What influences the motivation to resolve a recognised problem? 
8. What is the difference between an active and an inactive problem? Why is this distinction important? 
9. How does lifestyle relate to problem recognition? 
10. What are the main uncontrollable factors that influence the desired state? Give an example of each. 
11. What are the main uncontrollable factors that influence the existing state? Give an example of each. 
12. How can you measure problem recognition? 
13. In what ways can marketers react to problem recognition? Give several examples. 


i 
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How does generic problem recognition differ from selective problem recognition? Under what 
conditions would a firm attempt to influence generic problem recognition? Why? 

How can a firm influence problem recognition? Give examples. 

How can a firm suppress problem recognition? 


LPvenysen questions 


Which products do you think are generally associated with habitual, limited and extended decision 
making? Under what conditions, if any, would these products be associated with a different form of 
decision making? 

Which products do you think are generally purchased or used for emotional reasons? How would the 
decision process differ for an emotion-driven purchase, compared to a more functional purchase? 
Which products do you think are generally associated with brand-loyal habitual decision making, and 
which with repeat-purchase habitual decision making? Justify your response. 

How would you measure problem recognition among the following? 


a. Bicycle riders. d. High school students. 
b. Recently divorced individuals. e. Solicitors. 
c. New parents. f. Movie-goers. 


What factors will contribute to your own problem recognition following your graduation? How could 
each of these factors affect your lifestyle, and cause changes in your desired state for products and 
services? Which products and services would you now view as less satisfactory, causing you to seek 
better solutions in the form of more personally satisfying products and services? 

Discuss the types of products that resolve specific problems most consumers have at different stages 
of their household life cycle. 

How would you activate problem recognition for: 


a. Toothbrushes? d. Mountain bikes? 
b. Pizza? e. Low-alcohol wine? 
c Health insurance? f. Exercise? 

How would you influence the timing of problem recognition for: 

a. Cold tablets? d. A new car? 

b. A tennis racket? e. Restaurant meals? 
c. Holidays? f. STD phone calls? 


Pewee questions 


Interview five other students to identify three consumer problems each has recognised. For each 
problem, determine: 

The relative importance of the problem. 

How the problem occurred. 

What caused the problem (i.e. change in desired or actual states). 

What action they have taken. 

What action is planned in order to resolve each problem. 


cho oP 


LaF 


a, 


1 M. Seedsman (1997), ‘Horror Stories Started A Good 
Business’, Business Review Weekly, 3 March, p. 55. 

2 J. C. Mowen (1988), ‘Beyond Consumer Decision 

Making’, Journal of Consumer Marketing, Winter, 4 Based on H. H. Kassarjian (1981), ‘Low 

pp. 15-25. 

Based on A. A. Mitchell (1979), ‘Involvement: A 
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Find and describe a newspaper or magazine advertisement that is attempting to activate problem 
recognition. Analyse the advertisement in terms of the type of problem and the action it is suggesting. 
Also, discuss any changes you would recommend to improve the effectiveness of the advertisement 
in terms of activating problem recognition. 

Interview five other students and identify, for each one, three recent instances when he or she 
engaged in habitual, limited and extended decision maine (a total of nine decisions). What specific 
factors appear to be associated with each type of decision? 

Interview five other students and identify six products that each buys using a habitual decision 
process. Also, identify those purchases that are based on brand loyalty and those that are merely 
repeat purchases. What characteristics, if any, distinguish the brand-loyal products from the repeat 
purchase products? 

Find and describe two advertisements or point-of-purchase displays that attempt to influence the 
timing of problem recognition. Evaluate their likely effectiveness. 

Using a sample from a relevant market segment, conduct an activity analysis for an activity that 
interests you. Prepare a report on the marketing opportunities suggested by your analysis. 

Using a sample from a relevant market segment, conduct a product analysis for a product that 
interests you. Prepare a report on the marketing opportunities suggested by your analysis. 

Conduct a problem analysis using a sample of first-year university students. Prepare a report on the 
marketing opportunities suggested by your analysis. 

Conduct an emotion research analysis using high school students. Prepare a report on the marketing 
opportunities suggested by your analysis. 

Interview five smokers, and ascertain what consumer problems they consider to be associated with 
smoking. 

Interview someone from the office of the Australian Cancer Foundation in your state concerning the 
organisation’s attempts to generate problem recognition among smokers. 

Visit the Website of the Australian Heart Foundation [http://www.heartfoundation.com.au] and 
write a brief report on the programs it offers that generate problem recognition of the incidence of 
heart disease in Australia. 
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Jntormation search 


Chapter objectives 


When you have worked through this chapter, you should understand: 


> 


VV VY 


the nature of information search 

the key types and sources of information 

why consumers engage in information search 

how the Internet may be used as an information source 


what marketing strategies can be developed, based on different patterns of search 
behaviour 


4.1 


4.2 
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etailers and suppliers have recognised that many consumers are starting to use the 
Internet to search for information that will help them make purchase decisions. The 
following example highlights this. 

A Herald/AGB McNair survey conducted in July 1996 found that one in five Australians 
had already had first-hand experience of the Internet. Five per cent of people said they went 
on-line to buy products and services, compared with two per cent in August 1995; this 
indicates that the Internet is becoming a serious commercial and retail medium. 

Several retailers have ventured onto the Internet, with David Jones, Woolworths and Coles 
Supermarkets providing an array of information for consumers. The Woolworths site 
provides eating advice, cooking tips and a glossary of food products, as well as allowing users 
to create menus, browse through recipes and generate a precisely calculated shopping list. 

David Jones, which was the first big retailer to provide on-line shopping services in 
Australia, introduced its site in November 1996, under the name ‘David Jones At Home’. 
Customers are able to gain access to the site and visit any one of David Jones’ stores for 
more information. The service, which originally enabled consumers to buy products on-line, 
was popular, with about 80 000 hits a week for the three weeks before Christmas; however, 
less than one per cent of those who visited the site bought anything.! 

As this example emphasises, more and more retailers and suppliers are using the Internet as 
a way to attract and reach consumers. In addition, the Internet is opening up new opportunities 
for consumers in their search for information to assist them in their decision-making processes. 
The potential impact of the Internet on consumers’ information search will be discussed later in 
this chapter. Exhibit 4.1 illustrates some of the home pages of well-known retailers. 


xhibit 4.1 Examples of retailers’ Websites 


=i WOOLWOR 


Siena 
' 


aes Rtg ” wi sis - SERRE iid . : ff : 


DIETARY COOKING PERSONAL BROWSE FOOD BROWSE STORE MEAL FAQ 
ADVICE TIPS PREFERENCES FOOD ADDITIVES RECIPES LOCATIONS PLANS 


> ALL OVER AUSTRALIA, when people ask "What's to 
eat?" they tumto Woolworths (or Sefeway in Victoria, Purity in 
Hobart or Roelf Vos in Launceston). With 550 supermarkets 
and over 80,000 ernployees, The Fresh Food People exe 
Australia's leading food retailer. 


> YOU'LL FIND OUR SITE INCLUDES dietary actvice 
recipes and cooking tips froma leading nutritionist Rosemary 
Stanton. Not forgetting detailed information on hundreds of 
ingredients and food additives. 


> BETTER STILL you'll also find details of Woolworths 

Homeshop - an innovative new way to do your shopping on the 

Internet. You can order your groceries on-line and have your 

shopping delivered either to your work or home. 
WOOLWORTHS | 

D> HOMESHOP is currently being trialled in Sydney's HOMESHOP | 

Eestwood area, however, even if you live elsewhere you can still ———— | 

test drive the system now. Homeshop will be rolled out 

nationally over the next few months. 


ANNUAL REPORT _ VENDOR'S GUIDE = —  ABERVALEWINECLUB 
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Webome to Coles! 


Our Internet Site contains all information publicly available to students and the general community. 
Additional company information is avaifable on the Coles Myer Ltd Internet Site. 
Our site will be updated regularly. 


To assist you with your enquiries, 
the site contains information about our history, mission, products 
and behind thse scenes departments at Coles. 


MISSION STATEMENT 
Coles Supermarkets will be the Isading supermarket retailer in Australia 
by providing customers who ae velue, quality, convenience and service 
conscious with high volume roerchandise. 
Coles Supermarkets will operate in a cost effective environment which is honest, 
open and co-operative to maximise real sales growth and retwn on investenent. 


Please comme inside 


OL 98 F - Coles Secpermariuts Australia Pig Tid - B22 sightc reserved. 


Welcome To David Jones 
Click On The Gift Box To Enter 


DAVID JONES 


There’s no other store like David Jones 


Consumers are continually recognising problems and opportunities, so internal and 
external searches for information to solve these problems are ongoing processes. However, 
searching for information is not free. Information search involves mental as well as physical 
activity on the part of consumers. It takes time, energy and money, and may often require 
giving up more desirable activities. For the increasing number of consumers using the 
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Internet as part of their search process, a commitment of time is still required, and there are 
costs involved. But the Internet offers consumers the ability to access information from a 
wide variety of sources in their effort to make a purchase choice. As the number of 
consumers using the Internet as a tool to search for information increases further, organi- 
sations will need to respond to this new process of information search. 

However, despite the effort required, the benefits of information search often outweigh 
the cost of search. For example, search may produce a lower price, a preferred style of 
merchandise, a higher quality product, a reduction in perceived risk, or greater confidence 
in the choice. In addition, the physical and mental processes involved in information search 
are, on occasion, rewarding in themselves. Finally, it should be noted that, through low- 
involvement learning, consumers acquire a substantial amount of relevant information 
without deliberate search (see Chapter 9). 


Nature of information search 


Once a problem is recognised, relevant information from long-term memory is used to 
determine whether a satisfactory solution is known, what the characteristics of potential 
solutions are, what the appropriate ways to compare solutions are, and so on. This use of 
information from memory is referred to as internal search. If a resolution is not reached 
through internal search, then the search process is focused on external stimuli relevant to 
solving the problem. This is called external search. 

Many problems are resolved by the consumer’s use of only previously stored information. 
If, in response to a problem, a consumer recalls a single, satisfactory solution (brand or 
store), no further information search or evaluation may occur. The consumer purchases the 
recalled brand, and habitual decision making has occurred. For example, a person who has 
a headache may recall that Panadol provided relief in the past. Panadol is then purchased at 
the nearest store without further information search or evaluation. 

Likewise, a consumer may notice a new product in a store because of the attention- 
attracting power of a point-of-purchase display. He or she may read about the attributes of 
the product, and recall an unresolved problem that these attributes would rectify. The 
purchase will then be made without seeking additional information. This represents limited 
decision making involving mainly internal information. 

Had the consumer in the previous example looked for other brands that would perform 
the same task, or looked at another store for a lower price, this would be an example of 
limited decision making using both internal and external information. 

As consumers move into more extended decision making, the relative importance of 
external information search tends to increase. However, even in extended decision making, 
internal information often provides some or all of the appropriate alternatives, evaluative 
criteria and characteristics of various alternatives. 

External information can include the following: 


» the opinions, attitudes, behaviours and feelings of friends, neighbours and relatives 

» professional information provided in brochures, articles and books, and through 
personal contacts 

» direct experiences with the product through inspection or trial 

» marketer-generated information presented in advertisements and displays, and by sales 
personnel 
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Deliberate external search (as well as low-involvement learning) also occurs in the 
absence of problem recognition.2 Ongoing or exploratory search is done both to acquire 
information for later use and because the process itself is pleasurable. For example, 
individuals highly involved with an activity such as tennis tend to seek information about 
tennis-related products on an ongoing basis without having a recognised problem with their 
existing tennis equipment. This search could involve reading advertisements in tennis 
magazines, visiting sports stores, watching professionals on television, and/or talking with 
and watching fellow players and local professionals. These activities provide the individual 
with both pleasure, and information for future use. 

Like search triggered by problem recognition, ongoing search is a function of individual, 
product, market and situational factors. The outcome of search includes increased product 
and market knowledge, leading to future buying efficiencies and enhanced personal 
influence, increased unplanned purchases and personal satisfaction or pleasure.° 


Type of information sought 


A consumer decision requires information on the following: 


» the appropriate evaluative criteria for the solution of a problem 

» the existence of various alternative solutions 

» the performance level or characteristic of each alternative solution on each evaluative 
criterion 


Information search, then, seeks each of these three types of information, as shown in 
Figure 4.1. All are discussed in the following sections. 


e9 igure 4.1 Information search in consumer decisions 
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Evaluative criteria 


Suppose you are given money to buy a personal computer. Assuming you have not been in 
the market for a computer recently, your first thought would probably be: ‘What features 
do I want in a computer?’ You would then engage in internal search to determine the 
features or characteristics required to meet your needs. These desired characteristics are 
called evaluative criteria. 

If you have had only limited experience with home computers, you might also engage in 
external search to learn which characteristics a good computer should have. This could 
involve checking with friends, reading computer magazines, talking with sales personnel, or 
personally inspecting several computers. As seen in this example, a potential objective of 
both internal and external search is the determination of appropriate evaluative criteria.* A 
detailed discussion of evaluative criteria appears in the next chapter. 


Appropriate alternatives 


While, and after, searching for appropriate evaluative criteria, you would probably seek 
appropriate alternatives—in this case brands or, possibly, stores. Again, you will be starting 
with an internal search. You might say to yourself: 


IBM, Apple, Toshiba, Compaq, NEC, Hyundai and Hewlett Packard all make personal 
computers. After my brother’s experience, ’'d never buy Hyundai. I’ve heard good 
things about IBM, NEC and Apple. I think Pll check them out. 


These seven brands are known as the awareness set. The awareness set is composed of 
three subcategories of considerable importance to marketers.’ The three brands that you 
have decided to investigate are known as the evoked set. An evoked set is those brands one 
will consider for the solution of a particular consumer problem. If you do not have an 
evoked set for home computers, or lack confidence that your evoked set is adequate, you 
would probably engage in external search to learn about additional alternatives. You may 
also learn about additional acceptable brands as an incidental aspect of moving through the 
decision process. Therefore, an important outcome of information search is the development 
of a complete evoked set. 

If a consumer is initially satisfied with the evoked set, information search will be 
focused on the performance of the brands in the evoked set on the evaluative criteria. 
Therefore, the evoked set is of particular importance in structuring subsequent infor- 
mation search. 

The computer brand you found completely unworthy of further consideration is a 
member of what is called the inept set. Brands in the inept set, such as Hyundai in the 
example, are actively disliked by the consumer. Positive information about these brands is 
not likely to be processed even if it is readily available. 

In the example, Toshiba, Compaq and Hewlett Packard were brands of which you 
were aware, but towards which you were basically indifferent. They compose what is 
known as an inert set. Consumers will generally accept favourable information about 
brands in the inert set, although they do not seek out such information. Brands in this 
set are generally acceptable when preferred brands are not available. Therefore, the 


seven brands in the initial awareness set can be subdivided as follows, as shown in 
Figure 4.2: 
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5, igure 4.2 Brands in initial awareness set 


Evoked set 
* IBM 
° Apple 


“NEG 


Awareness set 


IBM 


Apple 

Toshiba ie oe 
Compaq Sena 
NEC ne paq 
Hyundai 


HP 


Inept set 


¢ Hyundai 


Figure 4.3 illustrates the general relationships among these classes of alternatives. 

The results of several studies comparing the size of the awareness and evoked sets for a 
variety of products are shown in Figure 4.4. You will notice that in all cases the evoked set 
is substantially smaller than the awareness set. Since the evoked set is generally the one from 
which consumers make final evaluations and decisions, marketing strategy that focuses only 
on creating awareness may be inadequate. 


Alternative characteristics 


To choose among the brands in the evoked set, the consumer compares them using the 
relevant evaluative criteria. This requires the consumer to gather information about each 
brand for each pertinent evaluative criterion. In the example of a computer purchase, a 
consumer could collect information on the price, memory, availability of software, ease of 
programming, and ability to expand memory for each brand he/she is considering. 

In summary, consumers engage in internal and external search for three factors: 
appropriate evaluative criteria; the existence of potential solutions; and the characteristics 
of potential solutions. However, extensive search generally occurs for only a few 
consumption decisions. Habitual and limited decision making, which involve little or no 
active external search, are the rule. In addition, consumers acquire substantial information 
without deliberate search, through low-involvement learning. 


4.8 SECTION TWO CONSUMER. DECISION PROCESS 


07 igure 4.3 Categories of decision alternatives 


All potential alternatives 


(brands, products) 


Awareness set Unawareness set 


Alternatives Alternatives the 
the consumer consumer does not 
is aware of know about 


Evoked set Inert set Inept set 


Alternatives Backup Avoided 
given alternatives alternatives 
consideration 


Specific Alternatives 
alternative considered, but 
purchased not purchased 


Sources of information 


In the scenario above, which stated that you had received money with which to buy a 
personal computer, it was suggested that you could collect relevant information by recalling 
what you know about computers, checking with friends, consulting various computer 
magazines, talking with sales personnel, or personally inspecting several computers. These 
suggestions represent the five primary sources of information available to consumers. 
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Sy, igure 4.4 Awareness and evoked sets for various products 
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coffee 


Source: J. Roberts (1989), ‘A Grounded Model of Consideration Set Size and Composition’, in ed. T. K. Srull, Advances in 
Consumer Research XVI, Association for Consumer Research, Provo, Utah, p. 750. 
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The information sources are: 


Memory of past searches, personal experiences, and low-involvement learning. 
Personal sources, such as friends and family. 

Independent sources, such as consumer groups and government departments. 
Marketing sources, such as sales personnel and advertising. 

Experiential sources, such as inspection or product trial. 


These sources are shown in Figure 4.5. 
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07 igure 4.5 Information sources in a purchase decision 


Information 
sources 


Internal 
information 


External 
information 


Actively Passively 
acquired le acquired 


Actively 
acquired 


Low- 


Marketer ae 
information Experiential 


Personal 


Past Personal : | Independent 


involvement 


searches experience : 
learning 


contacts 


groups 


Source: Adapted from H. Beales, M. B. Jagis, S. C. Salop and R. Staelin (1981), ‘Consumer Search and Public Policy’, Journal of 
Consumer Research, June, p. 12. 


Internal information is the primary source used by most consumers most of the time (it is 
used in habitual and limited decision making). However, you should note that information 
in long-term memory was initially obtained from external sources: you may resolve a 
consumption problem using only or mainly stored information, but at some point you 
acquired that information from an external source, such as direct product experience, 
friends, or low-involvement learning. | 
As shown in the list above, marketing-originated messages are only one of five potential 
types of information sources. They are frequently found to be of limited direct value for 
consumer decisions. Figure 4.6 illustrates the dominant role of personal sources for new 
residents seeking a professional service.® 
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igure 4.6 Prepurchase sources for services after a move 
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Source: J. B. Freiden and R. E. Goldsmith (1989), ‘Prepurchase Information Seeking for Professional Services’, Journal of Services 
Marketing, Winter, p. 49. 


However, marketing activities influence all five sources. The characteristics of the 
product, the distribution of the product and the promotional messages about the product 
provide the underlying or basic information available in the market. An independent source 
such as the Australian Consumers Association (ACA) or the New Zealand Consumers 
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Institute publishes reports on the functional characteristics of different products and services 
in their magazines, Choice and Consumer. Personal sources such as friends must also base 
their information on experience with the product or its promotion (or on other sources that 
have had contact with the product or its promotion). 

A substantial amount of marketing activity is designed to influence the information 
consumers will receive from non-marketing sources. For example, the Australian Dairy 
Corporation’s campaign to enhance attitudes to, and the use of, dairy products uses non- 
marketing sources as part of its communication strategy. It targets opinion leaders and 
influencer groups (including doctors, dietitians, community health care workers and 
primary school staff) through the use of educational and publicity materials on nutrition and 
the role of dairy foods in the diet.’ | 


A mount of external information search 


Marketing managers are particularly interested in external information search, as this 
provides them with direct access to the consumer. But how much external information 
search do consumers actually undertake? Most purchases are a result of habitual or limited 
decision making, and therefore involve either little or no external search immediately prior 
to purchase. This is particularly true for relatively low-priced convenience goods such as 
soft drinks, tinned foods and detergents. Therefore, the discussion in this section focuses 
on major purchases such as appliances, professional services and motor cars. It is assumed 
that substantial amounts of direct external search would be expected prior to such 
purchases. 
Different measures of external information search have been used: 


number of stores visited 

number of alternatives considered 
number of personal sources used 
overall or combination measures 


Se ik ae a 


Each of these measures of search effort assesses a different aspect of behaviour, yet each 
measure supports a single observation: external information search is skewed towards 
limited search, with the greatest proportion of consumers performing little external search 
immediately prior to purchase. 

A study commissioned by the Newspaper Advertising Bureau of Australia in 1991, to 
determine the number of stores visited by consumers comparing appliance models, brands 
and price, found that respondents telephoned and/or visited an average of 2.6 stores before 
buying their appliances, and that approximately 45 per cent phoned or visited three or more 
stores. Figure 4.7 highlights the fact that, when consumers are buying large electrical 
appliances, they usually visit a few stores to find out about the different models and brands 
available. Also, research into external information search for services has proposed that 
consumers seek, and rely on, more information from personal sources than from non- 
personal sources when evaluating services prior to purchase.° 

Measures of the use of personal and other non-market sources also show somewhat 
limited levels of search. In another study, approximately 40 per cent of the purchasers of 
a new appliance consulted others, and one-quarter consulted a consumer organisation 
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S, igure 4.7 Amount of external search undertaken by purchasers of electrical 


appliances 
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Source: Newspaper Advertising Bureau of Australia Limited (1991), ‘A Guide to Successful Appliance Advertising’, December, 
p. 36. 


magazine.'!° However, those who consult personal sources tend to assign them a high 
level of influence. 

A study of childcare services found that personal sources were the most frequent source 
of information in the selection of these services. The research also found that people made 
fewer than two prepurchase visits, and explained this by suggesting that positive word-of- 
mouth information on childcare providers may be the cause of minimum prepurchase 
search.1! 

A combination measure of search levels for four professional services reveals a pattern of 
relatively low overall search for these important services (see Figure 4.8). Based on six 
separate studies that span more than 30 years, and two product categories and four services 
in Australia and the United States, consumers can be classified in terms of their total external 
information search as: 


1. non-searchers 
2. limited information searchers 
3. extended information searchers!2 


This classification system is shown in Table 4.1. Approximately half of the purchases are 
preceded by virtually no external information search; about one-third are associated with 
limited information search; and only 12 per cent involve extensive information seeking prior 
to the purchase. 
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S, igure 4.8 Number of information sources used by residents to select a 
professional service 


Purchasers (%) 
70 


64 <—————. Most used only one source 
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Source: J. B. Freiden and R. E. Goldsmith (1989), ‘Prepurchase Information Seeking for Professional Services’, Journal of Services 
Marketing, Winter, p. 48. 
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Number of sources used 


L able 4.1. Total information-seeking behaviour 


Katona Newman Claxton, Kiel and Urbany, Freiden and 
and Mueller and Staelin Fryand Portis Layton Dicksonand — Goldsmith 
Search behaviour (1955)* (1972)* (1974)* (1981)** Wilkie (1989)* (1989)*** 
Non-searchers 65% 49% 65% 24% 24% 55% 
Limited information seekers 25 38 af 58 45 38 
Extended information seekers 10 13 8 18 31 7. 


Notes: 
* American consumers, major appliance. 
** Australian consumers, Cars. 
“= American consumers, professional services. 


A given individual could exhibit extended search for one purchase and limited for another, 
and be a non-searcher for yet another. However, extended information seeking has been 
found to be characteristic of some individuals. Furthermore, these individuals exist in most 
high-consumption cultures, and have similar demographic characteristics and attitudes. They 
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tend to be above average in income and education, heavy users of a variety of media and 
opinion leaders, and to have high performance standards for products, favourable overall 
attitudes towards business, and critical attitudes towards specific business practices. 

These extensive information searchers are important to marketing managers because:!° 


1. There is much to learn from them. They are expert buyers who know their way through 
the complexities of the marketplace in a mass-consumption economy. 

2. They are leaders, both in the sense of being opinion leaders for other consumers in their 
actual purchases, and in the sense that they seem to be guides for trends in general 
attitudes and behaviour regarding consumption. 

3. They are vigilantes in the marketplace. They search diligently, complain vigorously, join 
organisations, pinpoint fraud and deception, and generally police the market. 

4. Their purchasing power is disproportionate to their numbers. They are both affluent 
and consumption oriented, so that they account for a large number of total purchases 
and a large dollar volume in Western countries. 


Conclusions on the degree of external information search 


Most consumers engage in minimal external information search immediately prior to the 
purchase of consumer durables. The level of search for less important items is even lower. 
As evident in the next section, limited information search does not necessarily mean that the 
consumer is not following a sound purchasing strategy. Nor does it mean that substantial 
amounts of internal information are not being used.!4 


Costs versus benefits of external search 


Why do some buyers of major appliances engage in more external search than other buyers? Part 
of the answer lies in the differences between buyers in terms of their perceptions of the benefits 
and costs of search associated with a particular purchase situation as shown in Figure 4.9. 


5, igure 4.9 How perceived costs and benefits of consumer search guide the 
search effort 
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The benefits of external information search may be tangible, such as a lower price,!> a 


preferred style, or a higher quality product. Or the benefits may be intangible, such as 
reduced risk, greater confidence in the purchase, or even enjoyment.!® The consumer’s 
perceptions of these benefits are likely to vary with his or her experience in the market and 
media habits, and the extent to which he or she interacts with others or belongs to differing 
reference groups. Therefore, one reason some major appliance buyers do little or no external 
search is that they do not perceive discernible benefits will result from such an effort. 

Furthermore, the external acquisition of information is not free, and consumers may 
engage in limited search because the costs of search exceed the perceived benefits. For 
example, assume a consumer is considering buying a fairly expensive toy as a Christmas 
present for a younger brother or sister at a city department store. The toy the consumer 
would like to purchase is priced $A10 more than expected, and the consumer thinks he or 
she can buy it at another store at the suburban shopping centre, five kilometres away, at a 
lower price. Whether the toy is bought at the first store or the second store depends on the 
costs attached to the extra search effort in that particular situation. For some, the benefit (a 
possible saving of $A10) would exceed the cost (monetary, time, and psychological) of 
travelling five kilometres to visit another store, and they would make the required effort. 
Others might attach greater costs to this additional search effort, and, because these costs 
exceed the potential or expected benefits, they would not engage in additional search. 

The costs of search can be both monetary and non-monetary. Monetary costs include out- 
of-pocket expenses related to the search effort, such as the cost of transportation, parking, 
and time-related costs—these include lost wages, lost opportunities and childcare costs. The 
non-monetary costs of search are less obvious, but may have an even greater impact than 
monetary costs. Almost every external search effort involves some physical and 
psychological strain. Frustration, fatigue and conflict between the search task and other 
more desirable activities may all shorten the search effort. 

The following section will examine four basic types of factors that influence the expected 
benefits and perceived costs of search: market characteristics, product characteristics, consumer 
characteristics, and situational characteristics. These four factors and their components are 


shown in Table 4.2. 


Market characteristics 


Market characteristics include the number of alternatives, price range, store distribution, 
and information availability. It is the consumer’s perception of, or beliefs about, the market 
characteristics that influence shopping behaviour, not the actual characteristics.!’ While 
beliefs and reality are usually related, often they are not identical. 


Number of alternatives 


Obviously, the greater the number of alternatives (products, stores, brands) available to 
resolve a particular problem, the more external search there is likely to be. At the other 
extreme, with a complete monopoly for services such as boating or driver’s licences, the 
consumer will find there is no need to search for information about alternatives. 


Price range 


The range of prices among equivalent brands in a product class is a major factor for 
stimulating external search. For example, if you were to shop at five retail stores in the same 
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L able 4.2 Factors affecting external search 


Increasing the influencing 
Influencing factor factor causes search to: 


I. Market characteristics 


A. Number of alternatives Increase 
B. Price range Increase 
C. Store concentration Increase 
D. Information availability Increase 


1. Advertising 

. Point-of-purchase 

. Sales personnel 

. Packaging 
Experienced consumers 


Au BR WN 


Independent sources 


I]. Product characteristics 


A. Price Increase 
B. Differentiation Increase 
C. Positive products Increase 


III. Consumer characteristics 


A. Learning and experience Decrease 
B. Shopping orientation Mixed 
C. Social status Increase 
D. Age, gender and household life cycle Mixed 
E. Perceived risk Increase 


IV. Situational characteristics 


A. Time availability Increase 
B. Purchase for self Decrease 
C. Pleasant surroundings Increase 
D. Social surroundings Mixed 

E. Physical/mental energy Increase 


city for a popular branded toy, you could expect to find difference prices for the same toy. 
Clearly, efficient shopping for these products in this market would provide a significant 
financial gain. In contrast, Chanel No. 5 perfume is generally sold at the same price in most 
retail outlets. Therefore, there is no direct financial gain from shopping around for this item. 
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Store distribution 


The number and location of and distances between retail stores in the market affect the 
number of store visits a consumer will make before purchase. Because store visits take time, 
energy and in many cases money, a close proximity of stores will increase this aspect of 
external search. Shopping centres greatly reduce the cost of search among the stores in a 
centre. 


Information availability 


The availability of external information increases its utilisation. This rather obvious 
conclusion is not a completely tautological statement, however. As will be seen in Chapter 
8, too much information at once can produce information overload. Consumers faced with 
information overload tend to withdraw from the task or to use only very limited amounts 
of the available information. But readily available information tends to produce learning 
over time. Therefore, when confronted with a consumption problem, a consumer in an 
environment with ample information may not engage in extensive external search because 
of prior learning. 


Advertising 


Advertising is a potential source of information about product availability, features, prices 
and places of purchase. It is a frequently used source for consumers making relatively 
routine purchases. 

Research by Newspoll in 1993 for the Newspaper Advertising Bureau of Australia found 
that, while convenience and habit remain the main reasons shoppers choose a particular 
store, two of every five shoppers refer to press advertisements when choosing where to 
shop.'® Figure 4.10 shows that grocery buyers use grocery advertisements in newspapers to 
find out about brands that are on special at their local stores and supermarkets. 


Point-of-purchase displays 

Another potential source of information that many consumers use is the point-of-purchase 
display. See the examples in Chapter 6. 

Availability of sales personnel 

Sales personnel serve as an important information source in those product categories where 
they are available. 

Product labelling 


Another source of information that varies across product categories is the label of a 
packaged good. Labels provide information on a product’s name, features, uses, ingredients, 
price and so on. 


Other consumers 


Other consumers who have experience with the product are an important information 
source. Innovators and early adopters (see Chapter 16) have only a limited tendency to use 
this information source. However, for the majority of consumers the experience and 
opinions of others are extremely useful, particularly for symbolic items such as clothing.!9 
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Sy, igure 4.10 Grocery buyers’ noting of grocery advertisements in newspapers 
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Source: Newspaper Advertising Bureau of Australia (1995), ‘Readership of Newspaper Advertisements’, September, p. 11. 


Independent groups 

The final source of information generally available to consumers is formed by the 
independent groups, such as testing associations, consumer groups and government 
departments. For example, the NRMA offers a Buyer’s Guide to Used Car Safety Ratings on 
the Internet for those consumers who want to take safety into consideration when choosing 
a used car.29 There is evidence that those who do use independent sources are opinion 
leaders, and influence others.”! 


Product characteristics 


Price level and differentiation are product characteristics that tend to influence external 
search.22 It is often difficult to separate the effects of these two factors, since expensive 
products tend to be more differentiated than inexpensive products. The consumer needs to 
be able to distinguish between brands; more expensive brands tend to more differentiated 
than the cheap brands, as a justification for the consumer to spend more money buying the 
expensive brands. Otherwise, he or she may believe that all the expensive brands are just the 
same as the cheap ones. 


4.20 


SECTION TWO CONSUMER DECISION PROCESS 


Price level 


If the price of a product is unimportant to the individual involved, there is no economic 
incentive to carry out an external search. The higher the price level of the product category, 
the greater the amount of external information search. 


Product differentiation 


When consumers perceive a considerable and important difference between brands in terms 
of features, style or appearance, external information search is increased. Highly 
differentiated products for which consumers engage in relatively extensive external search 
include clothing, new furniture and cars. 


Positive products 


Consumers appear to enjoy shopping for products whose acquisition results in positive 
reinforcement.’? This positive reinforcement could be the pleasure of buying a beautiful vase 
or outfit, or of having your friends praise your choice of item. Shopping for flowers and 
plants, clothing, sports equipment, stereo equipment and cameras is viewed as a positive 
experience by most consumers. In contrast, shopping for products whose primary benefit is 
negative reinforcement (removal of an unpleasant condition) is viewed as less pleasant. 
Shopping for groceries, pest control services and car repairs is not enjoyed by most 
individuals. Other things being equal, consumers. are more likely to engage in external 
search for positive products. 


Consumer characteristics 


A variety of consumer characteristics affect perceptions of expected benefits and search 

costs, and, therefore, the need to carry out a particular level of external information 
24 

search. 


Learning and experience 


A satisfying experience with a particular brand is a positively reinforcing process. It 
increases the probability of a repeat purchase of that brand, and decreases the likelihood of 
external search. As a result, external search is greater for consumers having a limited 
purchase experience with brands in a particular product category. 

However, there is evidence that at least some familiarity with a product class is 
necessary for external search to occur.*? For example, external search prior to purchasing 
a new car is high for consumers who have a high level of general knowledge about cars, 
and low for consumers who have a substantial level of knowledge about existing brands.?¢ 
Consumers facing a completely unfamiliar product category may feel threatened by the 
amount of new information, or may simply lack sufficient knowledge to conduct an 
external search. 


Social status 


Education, occupation and income are major social-status dimensions in our society. 
External search has been found to become greater with increases in each of these 
categories, though middle-income individuals search more than those at either higher or 
lower levels.?7 
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Age, gender and stage in the household life cycle 


The age of the shopper is a factor affecting information search. External search appears to 
decrease as the age of the shopper increases.*® (This may be explained in part by increased 
learning and product familiarity with age.) New households and individuals moving into 
new stages of the household life cycle have a greater need for external information than 
established households.*? Females tend to engage in more external search than do males.*? 


Perceived risk 


Perceptions of risk associated with unsatisfactory product performance, either instrumental 
or symbolic, increase information search prior to purchase.*! For example, high-fashion 
clothing items have greater perceived risk associated with them and, as a result, more 
information is sought prior to purchase. Perceived risk is a major cause of purchase 
involvement. 

However, risk is unique to the individual. It may vary from one consumer to another, and 
may vary for the same consumer from one situation to another. For example, the purchase 
of a bottle of wine may not involve much risk when a consumer is buying for his or her own 
consumption. However, the choice of wine may involve considerable risk when buying wine 
for a dinner party for the boss. To deal with risk in this particular situation, the consumer 
may buy the most advertised brand, the brand used before and found to be satisfactory, a 
well-known brand, a brand recommended by a friend whose opinion is respected, or an 
expensive brand. In this situation, the risk of buying an inappropriate wine for an important 
occasion could greatly influence the level of information search. 


Shopping orientation 


Consumers tend to form general approaches or patterns of external search. These general 
approaches are termed shopping orientations.>* While individuals will exhibit substantial 
variation from the general pattern across situations and product categories, many do take a 
stable shopping approach to most products across a wide range of situations. 

Tables 4.3 and 4.4 provide a description of seven shopping orientations, and the 
characteristics of individuals with each orientation. These profiles were found to be 
consistent across several cities in the United States. 


Situational characteristics 


As indicated in Chapter 2, situational variables can have a major impact on search 
behaviour. For example, one of the primary reactions of consumers to crowded store 
conditions is to minimise external information search. And temporal perspective is probably 
the most important situational variable with respect to search behaviour. As the time 
available for solving a particular consumer problem decreases, so does the amount of 
external information search.°° 

Gift-giving situations (i.e. task-definition situations) tend to increase perceived risk, 
which may in turn increase external search.** Information search is reduced for purchases 
that allow bargaining at the point of purchase.*? Shoppers with limited physical or 
emotional energy (antecedent state) will search for less information than others. Pleasant 
physical surroundings will increase the tendency to search for information (at least within 
that outlet). Social surroundings will increase or decrease search, depending on the nature 
of the social setting. 


4.21 


4.22 SECTION TWO 


CONSUMER DECISION PROCESS 


L able 4.3 Seven basic shopping orientations* 


Shopping orientation 


Inactive shoppers 
(4% of all shoppers) 


Active shoppers (12.8%) 


Service shoppers (10%) 


Traditional shoppers 
(14.1%) 


Dedicated fringe 
shoppers (8.8%) 


Price shoppers (10.4%) 


Transitional shoppers 
(6.9%) 


*Note: 


Characteristics 


Have extremely restricted lifestyles and shopping interests. Do not engage in outdoor 
or do-it-yourself activities other than working in the garden. Do not express strong 
enjoyment or interest in shopping. Are not particularly concerned about such shopping 
attributes as price, employee service or product selection. 


Have demanding lifestyles and are ‘tough’ shoppers. Engage in all forms of outdoor 
activities, and are usually do-it-yourselfers. Enjoy ‘shopping around’, and price is a major 
consideration in their search. Appear to shop more as an expression of their intense 
lifestyles rather than being interested in finding bargains. These shoppers balance price 
with quality, fashion and selection in their search for value. 

Demand a high level of in-store service when shopping. Usually seek convenient stores 
with friendly, helpful employees. Conversely, they quickly become impatient if they 
have to wait for a shop assistant to help them. 


Share active shoppers’ preoccupation with outdoor activities, but not their 
enthusiasm for shopping. Enjoy outdoor activities such as camping and are do-it- 
yourselfers who often work on their cars. Traditional shoppers are not price sensitive. 
Do not have other strong shopper requirements. 


Do-it-yourselfers, are more likely than average to try new products. Have almost 
a compulsion for being different. Are uninterested in extreme socialising. Have little 
interest in television and radio advertisements, and exhibit limited brand and store 
loyalty. 


As the name implies, are most identifiable by their extreme price consciousness. Are 
willing to undertake an extended search to meet their price requirements, and rely 
heavily on all forms of advertising to find the lowest prices. 


Seem to be consumers in earlier stages of the family life cycle who have 
not yet formalised their lifestyle patterns and shopping values. Take an active interest in 
repairing cars and enjoy a variety of outdoor activities. Are more likely than average to 
try new products. Exhibit little interest in shopping around for low prices. Are probably 
‘eclectic shoppers’, because they appear to make up their minds about buying products 
quickly once they become interested. 


Total is only 78 per cent, as 22 per cent of the respondents did not fit into any of these seven categories. 


Source: J. A. Lesser and M. A. Hughes (1986), ‘The Generalizability of Psychographic Market Segments across Geographic Locations’, Journal 


of Marketing, January, p. 23. 
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rf able 4.4 Selected demographic characteristics of shopper types (% distributions) 


Shopper types 

Characteristics Inactive Active Service Traditional Fringe Price Transitional 
Age 
18-34 39 54.6 40.9 2.3 46.3 36.9 63.8 
35-44 20.4 21.3 237 213 21.7 22.4 12.6 
45-64 SIE 19.7 23.3 22.9 25.2 29.0 19.1 
65 or older 12.6 4.4 71 a5 6.7 11.7 4.5 
Sex 
Male 36.1 46.6 48.6 62.3 50.0 25.6 45.0 
Female 63.9 53.4 51.4 377 50.0 74.4 55.0 
Social class 
Lower 49.9 515 43.4 43.7 48.8 45.4 55.9 
Middle 46.3 46.0 52.6 53.2 47.5 50.0 40.5 
Upper 3.8 25 4.0 3.1 af 4.6 3.6 
Stage of family life cycle (condensed) 
Young singles not 

living at home LF 5:0) 6.8 8.0 5.9 25 8.5 
Young married couples 21.4 38.6 26.4 34.7 33.9 26.5 46.9 
Older married couples 

with dependent children 32.5 34.8 38.8 B72 29.6 535 23.8 
Older married couples 

without dependent children 27.9 20.0 23:1 18.8 27.2 29.3 17.8 
Solitary survivors 10.6 1.6 4.9 1.3 3.4 8.2 3.0 


Source: J. A. Lesser and M. A. Hughes (1986), ‘The Generalizability of Psychographic Market Segments across Geographic Locations’, 
Journal of Marketing, January, p. 24. 


The Internet and information search 


With the emergence of the Internet, consumers are now using computers to seek out vast 
amounts of information on a wide variety of products and services. As consumers receive 
more complete information on products and services, this can lead to more informed 
consumers, who will have greater control over the information-search stage of their 
decision-making process. 

As the Internet grows, the cost of obtaining information should be lower for consumers 
and, in many situations, the quality of the information collected should be higher, allowing 
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consumers to make more informed decisions—whether these be for price comparison, for 
the identification of key evaluative criteria, or for an acceleration of the decision-making 
process.*° 

Consumers will gain ‘information power’ through their ability to compare products and 
services, and to talk to other consumers about the suppliers of these products and services. 
Internet-based businesses are being launched for many consumer purchase activities, from 
buying homes and cars to planning holidays and organising a home loan. Consumers can 
now buy CDs, books and videos on-line from overseas, or in their own cities. 

Amazon Books in the USA offers consumers from around the world the opportunity to 
browse, select, order and arrange delivery from their computers. In Australia, Gleebooks in 
Sydney provides an Australian-based alternative. Visitors can read the newsletter, browse 
through the on-line reviews and request e-mail updates on new releases, as well as order 
books on-line, choosing from more than 150 000 titles.°” 

Organisations such as Internet Travel Network and Travel Web provide on-line 
reservation systems for airlines and hotels around the world. Several Australian banks, such 
as Commonwealth Bank and Advance Bank, offer on-line banking services to their 
customers, ranging from making deposits and checking account balances to arranging loans. 
Consumers can now compare products and services, pricing and delivery information from 
a wide range of retailers, or direct from the manufacturers. 

New advances in Internet technology, which include intelligent software known as agents, 
offer consumers highly customised information. Agents that can undertake time-consuming 
searches for specific data on behalf of users—for example, tracking down a list of local 
stores able to deliver a special piece of music within 48 hours—are now becoming 
available.*® 

Not all consumers will use the Internet to assist them in their search for information. 
However, marketers need to recognise the growing trend, and develop their marketing 
strategies to respond to those consumers who will adopt this search behaviour. 


Marketing strategies based on information- 
search patterns 


Sound marketing strategies take into account the nature of the information search engaged 
in by the target market prior to purchase. Two dimensions of search are particularly 
appropriate: the type of decision making that influences the level of search, and the nature 
of the evoked set that influences the direction of the search. Table 4.5 illustrates a strategy 
matrix based on these two dimensions. This matrix suggests the six distinct marketing 
strategies discussed in the following sections. 


Maintenance strategy 


If the brand is purchased habitually by the target market, the strategy is to maintain that 
behaviour. This requires consistent attention to product quality, distribution (avoiding out- 
of-stock situations), and a reinforcement advertising strategy. In addition, the brand must be 
defended against the disruptive tactics of competitors. Therefore, it is necessary to maintain 
product development and improvements, and to counter short-term competitive strategies 
such as point-of-purchase displays. 
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able 4.5 Marketing strategies based on information-search patterns 


Target market decision-making pattern 


Limited decision making Extended decision making 
(limited search) (extensive search) 


Habitual decision 


Brand position making (no search) 


Capture strategy Preference strategy 


Brand in evoked set Maintenance strategy 


Intercept strategy Acceptance strategy 


Brand not in evoked set Disrupt strategy 


Arnott’s, Colgate and Heinz have large habitual repeat purchaser segments that they have 
successfully maintained. Some have successfully defended their market positions against 
assaults by major competitors in recent years. Exhibit 4.2 shows an example of a maintenance 
strategy used against the challenge of competitors. German car manufacturer Mercedes Benz 
adopts a maintenance strategy to reassure its loyal customers that its product is consistently 
better in quality and safety performance than others on the market. 


xhibit 4.2 Maintenance strategy used against the challenge of competitors 


An airbag is only as good as the 
vehicle it’s attached to. 


> Please don't misunderstand us. We have government standards. Why every Mercedes-Benz is 


great faith in airbags. After all, we pioneered the —_ bonded together with over 4,900 individual welds. 


use of airbags in passenger cars over 25 years ago. 

> However, during the development of this 
breakthrough in safety technology, Mercedes-Benz 
engineers learned something that they have never 
forgotten: an airbag is only as good as the safety 
systems that support it. : 

> Which is why all our vehicles have a rigid 
body stucture whose crashworthiness is the direct 


result of a testing program that goes well beyond 


And why we fit seat belt force limiters as standard. 
> It is certainly true that most vehicles today 
come with airbags. The question is, what kind of 


vehicle do the airbags come with? 


Mercedes-Benz 
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Disrupt strategy 


If the brand is not part of the evoked set and the target market engages in habitual decision 
making, the first task is to disrupt the existing decision pattern. This is a difficult task, since 
the consumer will not be seeking external information, or even considering alternative 
brands before a purchase. Low-involvement learning over time could generate a positive 
product position for the brand, but this alone would be unlikely to shift behaviour. 

In the long run, a major product improvement accompanied by attention-attracting 
advertising could shift the target market into a more extensive form of decision making. In 
the short run, attention-attracting advertising aimed specifically at breaking habitual 
decision making can be successful. Free samples and tie-in sales are common approaches to 
disrupting habitual decision making. Exhibit 4.3 illustrates a disrupt-strategy-based 
advertisement. The copy provides several reasons for trying the brand, and encourages the 
consumer by offering a free sample. 


xhibit 4.3 Disrupt strategy to disturb the habitual decision process of 


competitors’ customers 


twist to 
feeding 
baby 
solids... 


Karicare mathe Dinners _ 


A whole new way to introduce your baby to solid food. 


Nurarious. Karicate Baby Dinners contain meat EcavloMieas: eee Ba pi Cinners provide at oe 
and vegetables providing an exceitent source of PS 
iron, protein, vitamin C and other nutrients. 

ingredients are carelully chosen to avoid allergies. 

Preservative Free. Karicare Baby Dinners contain 

only natural ingredients, No preservatives, salt, 

anificial flavourings o: colourings are added. 

Convenient. Karicare Baby Dinners are quick 

and easy to mix, simple to serve and come in a 

tamper proof, lightweight resealable pack. 


Karicare™ caring right from the start 


Capture strategy 


Limited decision making generally involves a few brands that are evaluated on only a few 
criteria, such as price or availability. Much of the information search occurs at the point of 
purchase, or by using readily available media prior to purchase. If the existing brand is one 
of the brands given this type of consideration by the target market, the objective is to 
capture as large a share of its purchases as practical. 
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Since consumers using limited decision making engage in limited search only, it is 
necessary to know where they search, and what information they look for. Once this is 
known, it may be necessary to provide information on price and availability in local media 
through co-operative advertising between the manufacturer and the retail outlet and at the 
point of purchase through displays and adequate shelf space. Maintaining consistent 
product quality and adequate distribution are other factors that will ensure that consumers 
continue to undertake limited search. 


Intercept strategy 


If the target market engages in limited decision making and the brand is not part of its 
evoked set, the objective will be to intercept the consumer during the search for information 
on the brands in the evoked set. Again, the emphasis will be on using local media with co- 
operative advertising, and the point of purchase, with displays, shelf space, package design 
and so on. Coupons may also be effective. It will be necessary to place considerable 
emphasis on attracting consumers’ attention, as they will not be seeking information on this 
brand. 

In addition to these short-run strategies, low-involvement learning, product 
improvements, and free samples can be used to move the brand into the target market’s 
evoked set. 


Preference strategy 


If the target market uses extended decision making, then causing them to place the new 
brand in the evoked set requires a preference strategy. Since extended decision making 
generally involves several brands, many attributes and a number of information sources, a 
simple capture strategy may not be adequate. Instead, the marketer needs to structure an 
information campaign that will result in the brand being preferred by members of the target 
market. 

The first step is a strong positioning on those attributes important to the target market. 
This is discussed in considerable detail in the next chapter. Next, information must be 
provided in all the appropriate sources. This may require extensive advertising to groups 
that do not purchase the item, but recommend it to others (e.g. chemists for over-the-counter 
medications). Independent groups should be encouraged to test the brand, and sales 
personnel should be provided with detailed information on the brand’s attributes. In 
addition, it may be wise to provide sales personnel with extra motivation (e.g. extra 
commissions paid by the manufacturer) to recommend the product. Point-of-purchase 
displays and pamphlets should also be available. These strategies are used by well-known 
manufacturers of microwave ovens (Panasonic, Sharp), personal computers (Apple, IBM), 
and VCR equipment (Sanyo, Sharp). 


Acceptance strategy 


Acceptance strategy is very similar to preference strategy. However, it is complicated by the 
fact that the target market is not seeking information about the brand. Therefore, in 
addition to using the activities involved in the preference strategy, the marketer must attract 
the target market’s attention, or otherwise motivate it to learn about the brand. 

Long-term advertising designed to enhance low-involvement learning is another useful 
technique for gaining acceptance. Extensive advertising with strong emphasis on attracting 
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attention can also be effective. The primary objective of these two approaches is not to ‘sell’ 
the brand—rather, it is to move the brand into the evoked set. Then, when a purchase 


situation arises, the consumer will seek additional information on this brand. 


Summary 


Following problem recognition, consumers may engage in extensive internal and external search, limited 
internal and external search, or only internal search. Information may be sought on the appropriate 
evaluative criteria for the solution of the problem, the existence of various alternative solutions, and the 
performance of each alternative solution on each evaluative criterion. 

Most consumers, when faced with a problem, can recall a limited number of brands that they feel 
are probably acceptable solutions. These acceptable brands, the evoked set, are the initial ones on 
which the consumer seeks additional information during the remaining internal and external search 
process. Therefore, marketers are very concerned that their brands should fall within the evoked set 
of most members of their target market. A substantial amount of advertising is undertaken with this 
as a primary objective. 

Consumer internal information (information stored in memory) may have been actively acquired in 
previous searches and through personal experiences, or it may have been passively acquired through 
low-involvement learning. In addition to their own memory, consumers can seek information from 
four major types of external sources: personal sources, such as friends and family; independent sources, 
such as consumer groups and government departments; marketing sources, such as sales personnel and 
advertising; and experiential sources, such as direct product inspection or trial. The fact that only one of 
these four information sources is under the direct control of the firm suggests there is a need to pay 
close attention to product performance and customer satisfaction after the purchase. 

Explicit external information search after problem recognition is limited. This emphasises the need 
to communicate effectively with consumers prior to problem recognition. Characteristics of the market, 
the product, the consumer and the situation interact to influence the level of search. 

It is often suggested that consumers should engage in relatively extensive external search prior to 
purchasing an item. However, this view ignores the fact that information search is not free. It takes 
time, energy and money, and can often require giving up more desirable activities. Therefore, 
consumers engage in external search only to the extent that the expected benefits such as a lower 
price or a more satisfactory purchase outweigh the expected costs. 

The growth of on-line information and purchasing services has the potential to change the 
information-search behaviours of some consumers. As consumers access more information through 
the Internet, many will be able to compare product or service features, price and other attributes for a 
wide range of products and services to assist them in their decision making. Marketers will need to 
evaluate the impact of this emerging trend on their marketing strategies, and develop approaches that 
capitalise on this new medium. 

Sound marketing strategy takes into account the nature of information search in which the target 
market engages. The level of search and the brand’s position in or outside of the evoked set are two 
key dimensions. Based on these two dimensions, six potential information Strategies are suggested: 
maintenance, disrupt, capture, intercept, preference and acceptance. 


Key terms 


internal search 

external search 

ongoing or exploratory search 
evaluative criteria 

awareness set 

evoked set 

inept set 

inert set 

non-searchers 
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limited information searchers 
extended information searchers 
shopping orientation 
maintenance strategy 

disrupt strategy 

capture strategy 

intercept strategy 

preference strategy 

acceptance strategy 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services, and to compare the quality and ease of access to 


information that they offer: 


Advance Bank 

Amazon Books 

Australian Consumers Association 
Australian Dairy Corporation 
Coles Supermarkets 
Commonwealth Bank 

David Jones 

Gleebooks 

Internet Travel Network 
NRMA 

Travel Web 

Woolworths 


http:///www.advance.com.au 
http:///Www.amazon.com 
http://www.sofcom.au/aca 
http://www.adc.aust.com 
http://www.coles.com.au 
http:///www.commbank.com.au 
http:www.davidjones.com.au 
http:///merlin.com.au/gleebooks 
http:///www.itn.net/itn 
http://www.nrma.com.au/articles/usedcars/index.htm 
http:///www.travelweb.com 
http://www.woolworths.com.au 


Review questions 


1. When does information search occur? What is the difference between internal and external 


information search? 


ua ae ae tad 


What kind of information is sought in an external search for information? 

What are evaluative criteria, and how do they relate to information search? 

How does a consumer’s awareness set influence information search? 

What roles do the evoked set, inert set and inept set play in a consumer’s information search? Why 


are some brands in a consumer’s evoked set, and others in the inert or inept sets? 
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Of the products shown in Figure 4.4, which product class is most likely to exhibit the most brand 
switching? Explain your answer in terms of the information provided in Figure 4.4. 

What are the primary sources of information available to consumers, and what effect does each have 
on information search? 

Discuss the different ways in which the amount of external information search can be evaluated. 
How do non-searchers, information searchers and extended information searchers differ in their 
search for information? Which category of consumers appears most rational to you, and why? 
What factors might contribute to the search effort of consumers who are essentially one-stop 
shoppers? How do these factors differ in terms of how they influence information searchers and 
extended information searchers? 

What factors have to be considered in the total cost of a purchase? How could these factors differ 
for different consumers? 

How do different market characteristics affect a consumer’s information search effort? 

How do different consumer characteristics influence a consumer’s information search effort? 

How do product characteristics influence a consumer’s information search effort? 

How do situational characteristics influence a consumer’s information search effort? 

How do individuals with differing shopping orientations differ in terms of (a) shopping patterns and 
(b) demographics? © 

Explain how the Internet may change consumers’ information search behaviour. 

Describe the information-search characteristics that should lead to each of the following 
strategies: 


a. Maintenance. d. Interception. 
b. Disruption. e. Preference. 
c. Capture. f. Acceptance. 


Describe each of the strategies listed in Review Question 18. 


Driscagureii questions 


Pick a service that you believe would require each strategy in Table 4.5 (six services in total). 
Justify your selection. Develop a specific marketing strategy for each service (six strategies in 
total). 
How would you utilise Figure 4.6 to develop a marketing communications strategy for a particular 
brand? 


What information sources do students on your campus use when purchasing: 


a. A restaurant meal? e. Mouthwash? 
b. After-shave lotion? f. Snack foods? 
c. Health insurance? g. Car repairs? 
d. A compact disc player? 


Answer by assigning weights to each cell in Figure 4.5 to represent the relative use (the sum must 
equal 100). Do you think there will be individual differences? Why? 
What factors contribute to the size of an awareness set, an evoked set, an inert set and an inept set? 
Discuss factors that may contribute to external information search, and factors that act to 
reduce external search for information, before the purchase of a compact disc and a compact 
disc player. 


CO 


10. 


11. 
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Is it ever in the best interests of a marketer to encourage potential customers to carry out an extended 
prepurchase search? Why or why not? 

What implications for marketing strategy does Figure 4.4 suggest? 

What implications for marketing strategy are suggested by Figure 4.6? 

What role, if any, should the government play in ensuring that consumers have easy access to 
relevant product information? How should it accomplish this? 

Describe a recent purchase for which you engaged in extensive search, and one for which you did 
little prepurchase search. What factors caused the difference? 

How can marketers encourage consumers to search for information about their products and 
services by using the Internet? 


Project questions 


Complete Discussion Question 3 using a questionnaire and information from ten students not in your 
class. Prepare a report discussing the marketing implications of your findings. 

For the same products listed in Figure 4.4, ask 10 students to list all the brands they are aware of in 
each product category. Then have them indicate, on the list, which ones they might buy (evoked set), 
which ones they are indifferent towards (inert set), and which brands they strongly dislike, and would 
not purchase (inept set). 

Answer Discussion Question 3 using a sample of ten people who are working full-time. 

Develop a short questionnaire designed to measure the information search consumers engage in prior 
to purchasing (a) a compact disc player and (b) life insurance. Your questionnaire should include 
measures of types of information sought, as well as sources that provide this information. Also 
include measures of the relevant consumer characteristics that might influence information search, 
as well as some measure of past experience with the products. Then interview two recent purchasers 
of each product, using the questionnaire you have developed. Analyse each consumer’s response, and 
classify each consumer in terms of information search. Finally, class members should pool their 
classifications to get a more accurate picture of the search effort exhibited by the consumers 
interviewed by the class. 

For each strategy in Table 4.5, find one brand that appears to be following that strategy. Describe in 
detail how it is implementing the strategy. 

Develop a questionnaire to measure shopping orientations among university students. Arrange for 50 
students to complete the questionnaire. Classify the students into relevant orientations. Why do these 
differing orientations exist? 

Develop a questionnaire to determine which products students view as positive, and which they view 
as negative. Measure the shopping effort associated with each type. Explain your overall results, and 
any individual differences you find. 

Choose one of the following products and services, and search the Internet to find different companies 
that have an Internet site. Write a brief report on the type and quality of, and ease of access to, 
information provided by each of these competitors. 

a. Car manufacturers. d. Newspapers. 

b. Banking services. e. Legal services. 

c. Retail stores. 
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CHAPTER 5 


valuating and 
selecting alternatives 


Chapter objectives 


When you have worked through this chapter, you should understand: 


the nature of evaluative criteria 

the measurement aspects of consumer evaluative criteria 

that consumers’ individual judgments are not necessarily accurate 
the role of surrogate indicators 


the types of decision rules consumers may apply 
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the implications of evaluative criteria for marketing strategy 


5.1 
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he Australian margarine market could be best described as commodity based, with 

consumers displaying little loyalty and price being prevalent in their purchase decision. Or 
so it was thought, until Meadow Lea decided, in 1995, that price discounting by retailers had 
to stop; it preferred instead to build an argument so that the consumer would buy its premium- 
price brands Meadow Lea, Olive Grove and Gold’n Canola. What appeared risky turned out 
to be the right decision, with sales increasing in late 1995 and early 1996. This dispelled the 
belief that price alone motivated consumers’ choice of margarine. According to Phillip Bower, 
Meadow Lea’s General Manager, ‘People will pay a premium if you give them a clear reason 
to.’ A product’s contribution to a healthy diet and lifestyle, along with the high quality of the 
ingredients, are attributes for which consumers are prepared to pay. However, some consumers 
remain driven by price alone, as evidenced by the growth of retail-house brands, which have 
increased their share of the market against manufacturers’ branded products.! 

Even for a product as ordinary as margarine, several evaluative criteria, such as price, 
brand or ingredients, may explain consumers’ preference. The example above describes a 
company’s successful analysis of consumers’ desired product benefits (evaluative criteria), 
and the manner in which they choose between products with differing combinations of 
benefits. The process by which consumers evaluate and choose from alternatives is 
illustrated in Figure 5.1, and is the focus of this chapter. 


07 igure 5.1. Alternative evaluation and selection process 


Evaluative 


criteria 


Evaluation 


2 Decision 
Importance alternatives rules Alternative 
of criteria using applied selected 
each 
criterion 


Alternatives 


considered 


Three main areas will be investigated in turn. First, the nature and characteristics of 
evaluative criteria (the features the product should have) will be described. Evaluative 
criteria are particularly important, since consumers select alternatives based on relative 
performance according to these criteria. 

After examining evaluative criteria, the chapter focuses on the ability of consumers to 
judge the performance of products. Finally, we examine the decision rules that consumers 
use in selecting one alternative from those considered. 

Before delving into the evaluation and selection of alternatives, it is important to remember 
that many purchases involve little or no evaluation of alternatives. A habitual decision does 
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not require the evaluation of any alternatives. The last purchase is repeated without 
considering other information. Limited decisions may involve comparing a few brands (a 
small evoked set) on one or two dimensions (I’ll buy Lipton or Tetley, depending on which 
tea is cheaper at Woolworths). 

A product may be purchased primarily for emotional reasons—the consumer may be 
anticipating the effect of purchase or use on his or her feelings, rather than making an 
analysis of product attributes as such. Likewise, a product may be purchased primarily in 
response to a social situation—this often involves anticipation of the reaction of others to 
the product’s purchase, instead of attribute analysis. 


Evaluative criteria 


Evaluative criteria are the various features a consumer looks for in response to a particular 
type of problem. Before purchasing a calculator, a consumer might be concerned with cost, 
size, power source, capabilities, display and warranty. These would be the evaluative criteria. 
Someone else could approach the same purchase with an entirely different set of evaluative 
criteria, such as brand, memory and warranty. This section of the chapter examines: 


» the nature of evaluative criteria 
» the measurement of evaluative criteria 
» the role of evaluative criteria in marketing strategy 


Nature of evaluative criteria 


Evaluative criteria are typically product features or attributes associated by customers with 
either the benefits they desire or the costs they must incur. For example, many consumers 
who want to avoid cavities use toothpaste that contains fluoride. For these consumers, 
fluoride is an evaluative criterion associated with cavity prevention. In this case, the 
evaluative criterion and the desired benefit are not identical. In other situations, however, 
they may be. For example, price is often an evaluative criterion that is identical to one aspect 
of cost (as it will be shown later, price can have many meanings). A consumer who is 
particularly price conscious could include price as an evaluative criterion for choosing 
between the brands of toothpaste containing fluoride. 

Evaluative criteria can differ in type, number and importance. The type of evaluative 
criteria a consumer uses in a decision may vary from tangible cost and performance features 
to intangible factors such as style, taste, prestige or brand image.* Equally important in 
many purchase decisions is the way a consumer feels about a brand. Feelings or emotions 
surrounding a brand are difficult for consumers to articulate, and for marketing managers 
to measure or manipulate. Yet the strong negative consumer reaction to Coca-Cola’s change 
in the formula for Coke clearly illustrated the powerful, though subtle, role of feelings in 
purchase decisions. 

Exhibit 5.1 illustrates some of the range of evaluative criteria marketers have assumed to 
be important. Such benefits as stronger bones, convenience, identification with cartoon 
characters, low price, high quality, and reduced calories have been promised by the products 
listed in this exhibit. These benefits can also be used successfully in promoting the product, 
as in the case of Dairy Foods. (Of course, all evaluative criteria mentioned thus far represent 
only a small fraction of the evaluative criteria consumers might consider.) 
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xhibit 5.1. Evaluative criteria stressed in marketing campaigns for certain products 


Breakfast cereal. Uncle Tobys emphasises convenience with its new breakfast-bar products. 


Dairy products. The Australian Dairy Corporation and the New Zealand Dairy Board have both launched 
campaigns to promote their products. A key selling feature is the endorsement by the medical profession, 
because of the calcium content of dairy products, which can help women avoid osteoporosis in later 
years. 


Cartoon characters. Bugs Bunny, Fred Flintstone and many other cartoon characters (as well as actual movie 
and television personalities) have been licensed by manufacturers to represent their products. The Pink 
Panther, for example, is used to promote Pink Batts, an insulating material. 


Dishwashers. Vulcan Dishlex dishwashers have been positioned on their low level of noise. Because 
dishwashers are in the kitchen and an increasing number of households are adopting an open-plan design 
for the home, the quietness of the dishwasher could become just as important as its washing performance. 


The number of evaluative criteria used by consumers depends on the product, the 
consumer and the situation.* Naturally, for fairly simple products such as toothpaste, soap 
or facial tissues, the number of evaluative criteria used are few.* In contrast, the purchase of 
a car, a stereo system or a house may involve numerous criteria.’ Characteristics of the 
individual (such as product familiarity and age) and characteristics of the purchase situation 
(such as time pressure) also influence the number of evaluative criteria considered.°® 

Focusing on evaluative criteria is important. If an advertising campaign for a company’s 
product convinces the target market that a particular evaluative criterion is both relevant 
and important, this may enable the company to gain a major advantage over competitors 
that lack this feature. 

To illustrate the role of evaluative criteria in consumer decision making, Table 5.1 
presents an evaluation of six personal computers, using five criteria. Table 5.2 shows how 
three consumers have rank-ordered the importance of these evaluative criteria. The three 
consumers are distinctly different from each other in what they think is important, even 
though they share the same set of evaluative criteria. If there were a substantial number of 
consumers like each of the three shown, then three distinct market segments would exist. 
Each segment would be unique in the importance it attaches to the evaluative criteria used 
in evaluating a personal computer. 

Notice the critical importance of determining correctly the evaluative criteria used by 
consumers. In Table 5.1, the Macintosh computer rates reasonably well. However, if two 
additional criteria were added to the list—ease of use and emotional response to the brand 
image—this computer could be given a much higher rating. The next section describes how 
marketers determine which evaluative criteria are relevant. 


Measurement of evaluative criteria 


Before a marketing manager can develop a sound strategy for affecting consumer decisions, 
he or she must determine: 
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> Which evaluative criteria are used by the consumer. 
» How the consumer perceives alternative products in terms of each criterion. 
» The relative importance of each criterion. 


Sometimes it happens that consumers either will not or cannot verbalise their evaluative 
criteria for a product. Therefore, it often is difficult to determine which criteria they are 
using in a particular brand-choice decision, particularly if emotions or feelings are involved. 
This is even more of a problem when trying to determine the relative importance consumers 
attach to each evaluative criterion. 
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Z able 5.1 Perceived performance of six personal computers in relation to five 


evaluative criteria 


Consumer perceptions 


Packard HP Power Macintosh 


Pentium I] PC Presario 4540 Pavilion PC 8130 5500 Aptiva EQ1 Satellite 310 
Evaluative criteria (Microbyte) (Compaq) (Hewlett-Packard) = (Macintosh) (IBM) (Toshiba) 
Price 4 3 3 4 2 T 
Quality 3 4. 5 4 3 4 
Software 5 5 5 4 5 5 
Portability 1 3 1 5 1 5 
After-sale support 3 3 4 3 5 3 


Note: 1 = very poor; 2 = below average, poor; 3 = average; 4 = above average, good; 5 = very good. 


The models used in this example are evaluated hypothetically only, and this evaluation does not reflect the authors’ comments, 


or those of any experts. 


L able 5.2 Importance of evaluative criteria to buyers 


Evaluative criteria Buyer A Buyer B Buyer C 
Price 1 4 3 
Quality 3 Ss) 1 
Software 4 2 Z 
Portability 5 1 5 
After-sale support 2 5 4 


Note: Buyer A is more concerned with economic value in price and after-sale support. 
Buyer B is focusing on portability and software. 
Buyer C is buying quality and software capability. 
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Determining which evaluative criteria are used 


To determine which criteria are used by consumers in a specific product decision, the 
marketing researcher can utilise either direct or indirect methods of measurement. Direct 
methods include asking consumers what information they use for a particular purchase or, 
in a focus-group setting, observing what consumers say about products and their attributes. 
Of course, direct-measurement techniques assume that consumers can and will provide data 
on the desired attributes. 

In some cases, consumers have readily described their desired product features and 
benefits. For example, when Tip Top Ice cream, a New Zealand food manufacturing 
company, undertook to redesign and reposition its range of ice cream, it found that different 
groups of consumers evaluated its product quite willingly—and quite differently: 
‘Commodity Mums’ wanted it cheap and in large packages, whereas ‘Hedonists’ wanted 
very special ingredients and were ready to pay for the indulgence.’ 

However, direct questioning is not always as successful. For example, Molly McButter, a 
new product introduced in 1990, failed despite home tests conducted in 300 Sydney and 
Melbourne homes, and despite the fact that more than 50 per cent of the people tested said 
they would buy the product. It appears that most people assumed the product, being a 
substitute for butter, would behave like butter. However, it did not react well to cooking, 
and consumers, despite their initial enthusiasm, simply did not repeat their purchase.® 

Indirect measurement techniques differ from direct ones in that they assume consumers 
either cannot or will not state their evaluative criteria. Here frequent use is made of indirect 
methods such as projective techniques (see Exhibit 10.4), which allow the person to indicate 
what criteria someone else might use. The ‘someone else’ is very probably the person being 
asked, of course, and the researchers have indirectly determined the evaluative criteria used. 
This approach is particularly useful for discovering emotion-type criteria. 

Perceptual mapping is another useful indirect technique for determining evaluative 
criteria. Consumers judge the similarity of alternative brands, then these judgments are 
processed via a computer to derive a perceptual map, or spatial configuration, of the brands. 
No evaluative criteria are specified. The consumer simply ranks the similarity between all 
pairs of alternatives, and a perceptual configuration is derived in which the consumer’s 
evaluative criteria are the dimensions of the configuration. 

For example, consider the perceptual map of soaps shown in Figure 5.2. This 
configuration could be derived from a consumer’s evaluation of the relative similarity of 
these brands of soaps. Examining this perceptual map, it becomes possible to identify the 
horizontal axis on the basis of physical characteristics such as moisturising content. The 
vertical axis is characterised by the soap’s deodorising property. This procedure allows 
marketers to understand consumers’ perceptions, and the evaluative criteria they use to 
differentiate brands. With this type of information we can determine: 


> How different brands are positioned according to evaluative criteria. 
> How the position of brands changes in response to marketing efforts. 
> How to position new products using evaluative criteria. 


Determining consumers’ judgments of brand performance in terms of specific 
evaluative criteria 


A variety of methods are available for measuring consumers’ judgments of brand performance 
on specific attributes. These include rank-ordering scales, semantic-differential scales, and 
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Ss, igure 5.2 Perceptual mapping of perceptions of soap brands 
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Likert scales. The semantic-differential scale, however, is probably the most widely used 
technique for the purpose of assessing consumers’ reactions to specific evaluative criteria. 

A semantic-differential scale lists each evaluative criterion in terms of opposite levels of 
performance, such as fast-slow, expensive-inexpensive, and so on. These opposites are 
separated by five to seven intervals and placed below the brand being considered, as shown 
below. 


Power Macintosh 5500 


Expensive fr a ee Sie eh ae Inexpensive 
High quality Se ee Eee PT me Low quality 
Software available = == = =X ~~ ~—____— No software available 
Easy to use Xx Hard to use 


Consumers are then asked to indicate their judgments of the performance of the brand by 
marking the blank that best indicates how accurately each term/phrase describes or fits the 
brand. The end positions usually indicate the ‘extremely’ response, the next pair ‘very’, the 
next again ‘somewhat’, and the middle position ‘neither/nor’. Thus, the respondent in 
the example above evaluated the Power Macintosh 5500 as very expensive, of extremely 
high quality, somewhat short on software, and extremely easy to use. 
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None of the scale techniques would be effective at measuring emotional responses to 
products or brands, but projective techniques can provide some insights. BBDO’s Emotional 
Measurement System for advertisements (discussed in Chapter 10) could easily be adapted 
to measure responses to products as well as advertisements. This area clearly needs further 
development. 


Determining the relative importance of evaluative criteria 


Exhibit 5.2 illustrates the necessity of knowing what importance consumers attach to 
specific evaluative criteria. The importance assigned to evaluative criteria can also be 
measured by either direct or indirect methods. The constant-sum scale is the most common 
method of direct measurement. This method requires the consumer to allocate 100 points in 
total to his or her evaluative criteria, with individual points allocated depending on the 
relative importance of each criterion. For example, in evaluating the importance of 
computer criteria, a 100-point constant-sum scale might produce the following results: 


Evaluative criteria Importance (in points) 
Price 20 
Quality 15 
Software 1S 
Portability 5 
After-sale support 10 
Ease of use 35 
Total 100 


This consumer has rated ease of use as most important, and has rated price second, quality 
and software both as third, support as fifth, and portability as least in importance. Other evalu- 
ative criteria that could have been considered, such as input mode and screen size, are presumably 
not important to this consumer, and therefore have implicit importance weights of zero. 


Exnii oe Necessity of knowing what importance consumers attach to specific 
evaluative criteria? 


In a recent survey of Australian consumers of whitegoods products, conducted by research company BIS Shrapnel, 
it was revealed that value is increasingly being determined by higher quality rather than by low prices. Involving 
a survey of 4600 households Australia wide, the study examined consumer buying behaviours as well as retailers’ 
attitudes to brands and suppliers. 

While the consumer survey did find that competitive pricing was important in whitegoods decision processes, 
better features also rated highly. Overall, it appeared that consumers simply want more for their money, rating 
value for money and quality much higher than lower prices. 

Time-saving features were also rated high by consumers, who were abandoning time-consuming appliances 
such as mixers and food processors, in favour of fast cooking ones such as woks. 


meme a ee eee 
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The most popular indirect-measurement approach is conjoint analysis, a technique which 
provides data on the structure of consumers’ preferences for product features, and their 
willingness to trade one feature for more of another. Conjoint analysis provides information 
on the relative importance each consumer attaches to various levels of each potential 
product feature. This allows individuals with a similar preference structure to be grouped 
into segments. The process is illustrated in Figure 5.3. 


Sy, igure 5.3 One possible application of conjoint analysis for product- 
management decisions 
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In conjoint analysis, the consumer is presented with a set of products or product 
descriptions in which the potential evaluative criteria vary. For example, in Exhibit 5.3, a 
consumer was asked to rank in terms of overall preference 24 different computer designs 
featuring different levels of four key evaluative criteria. The preferences were then analysed 
in light of the variations in the attributes. The result is a preference curve for each evaluative 
criterion, which reflects the importance of that attribute. For example, input mode and 
screen size are shown to be particularly important evaluative criteria for this consumer. 

In the example below, conjoint analysis was used by a manufacturer of electric appliances. 
The company tested 12 different attributes, such as price, size, motor power, number of 
blades and bowl shape. As a result, four segments emerged, based on the relative importance 
of these attributes. In order of importance, the key attributes for two segments were: 


‘Cheap’/‘Large’ segment ‘Multispeed’/‘Multi-use’ segment 
$49.99 price $99.99 price 

10 litre bowl 5-litre bowl 

Two speeds Seven speeds 

Seven blades , Functions as blender and mixer 


Heavy-duty motor 
Cylindrical bowl Cylindrical bowl 
Pouring spout 


a a a 
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criteria 


Consumer preferences 


Design features 


Input mode 
* Keyboard 
* Mouse 


Display monitor 
¢ Black and white 
* Colour 


Screen size 
e 13" 
e Q" 


Price level 
¢ $A1000 
* $A1500 
* $A2000 


Using conjoint analysis to determine the importance of evaluative 


Design options 


These design attributes 
produce 24 alternative 


computer-design 
configurations 


One design possibility 


Input mode: Mouse 
Display monitor: Colour 


Screen size: 13" 


Price level: $A1500 


Preference Price Preference Screen size Preference Display monitor Preference Input mode 
3 2 3 > 
2 2 2 2 
1 1 1 e 1 
0 0 0 0 
$A1000 $A1500 $A2000 9" 13" Black Keyboard Mouce 
and white 


Relative importance 


* Input mode is the most important 
feature in this example, and the 
mouse is the preferred option. 


Evaluative criteria Importance 


* Input mode 45% 


* Display monitor 5 
¢« Screen size 25 
¢ Price level 25 


* While price and screen size are 
also important, price becomes a 
factor between $A1500 and $A2000. 


It should be noted that conjoint analysis is always limited to the attributes listed by the 
researcher. Therefore, a conjoint analysis of soft-drink attributes would not indicate 
anything about calorie content unless the researcher listed it as a feature. The appliance 
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study, for instance, did not test such attributes as brand name, colour, weight or safety 
features, even though one of these could have been influential on some consumers’ 
preference. If an important attribute is omitted, incorrect market-share predictions are likely 
to result. In addition, conjoint analysis is not well suited for measuring the importance of 
emotional responses. Finally, conjoint analysis is not capable of determining the interaction 
between different evaluative criteria—and this can seriously limit its effectiveness in the case 
where one evaluative criterion, such as price, is directly linked with another, such as brand. 
Clearly, conjoint analysis presents much potential for marketers, but further research would 
also be needed, in most cases, if marketers were to gain a full understanding of consumers’ 
preferences. 


Individual judgment and evaluative criteria 


Suppose the quality of a personal computer was one of your evaluative criteria. How would 
you evaluate the quality of various brands? The simplest approach would be to apply direct 
judgment, based on a knowledge of technology, engineering and craftsmanship. Such direct 
judgments are commonly applied to many evaluative criteria such as price, colour and taste. 
However, few consumers possess the skills necessary to make a direct assessment of the 
quality of a computer. Therefore, many would make an indirect judgment, by using the 
reputation of the brand or the price level to infer quality. An attribute, such as price, used 
to estimate the level of a different attribute, such as quality, is known as a surrogate 
indicator. Marketing managers must be aware of the conditions in which consumers use 
surrogate indicators, and the accuracy of these indicators. 


Accuracy of individual judgments 


The average consumer is not adequately trained to judge the performance of competing 
brands on complex evaluative criteria such as quality or durability. For more 
straightforward criteria, however, most consumers can and do make such judgments. Prices 
can generally be judged and compared directly. However, even this may be a complex 
activity. Is a 1-litre bottle of Coca-Cola selling for 95 cents a better buy than a 1.25 litre 
selling for $1.05? Consumer groups have pushed for unit pricing to make such comparisons 
simpler. 

The ability of an individual to distinguish between similar stimuli is called sensory 
discrimination. This involves such variables as the sound of stereo systems, the taste of food 
products, and the clarity of photographs. The minimum amount that one brand can differ 
from another with the difference still being noticed is referred to as the just-noticeable 
difference (j.n.d.). Marketers seeking to find a promotable difference between their brand 
and a competitor’s must surpass the j.n.d. in order for the improvement or change to be 
noticed by consumers. In another case, a marketer may want to change a product feature 
but not have the consumer perceive any change, and will hence not allow the change to 
surpass the ].n.d. 

The higher the initial level of the attribute, the greater the amount that attribute must be 
changed before the change will be noticed. For example, a small addition of salt to a biscuit 
would not distinguish the product from a competitor’s—unless the competitor’s biscuit 
contained only a very limited amount of salt. This relationship is expressed formally as 
shown on page 5.12. 
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where 
j.n.d. = just noticeable difference 


I = initial level of the attribute 
AI = change in the attribute 
K = constant [varies with each sense mode] 


Example: Lifting weights 


I= 50kg 
K = .02 for weight 
jn.d.= AI =.02 
100 
AP = SO ke x..02 
AI = 1 kg for j.n.d. 


For a weight change to be detected, more than 1 kg would have to be added to or taken 
away from the original 50 kg. This formula is known as Weber’s Law. Values for K have 
been established for several senses, and can be utilised in the development of functional 
aspects of products.!? More useful than the formula itself is the general principle behind it: 
individuals typically do not notice relatively small differences between brands or changes in 
brand attributes. Makers of confectionery products have used this principle for years. Since 
the price of cocoa fluctuates widely, they simply make small adjustments in the size of the 
chocolate bar, rather than altering price. Marketers will want product changes such as 
reductions in the size of the chocolate bars to go unnoticed. If they are to remain unnoticed, 
these changes must be below the j.n.d. Positive changes, such as changing from a 1-litre to 
a 1.5-litre size, must be above the j.n.d., or it may not be worthwhile to make them—unless 
advertising can convince people that meaningful differences exist. 

Packaging changes can also be determined by the j.n.d. Marketers may often want to 
redesign the package and improve it, but they must be careful that the consumer does not 
interpret a change in the package as a change in the product’s quality and performance—unless 
it is positive. The same dilemma faces corporations wanting to change their logos: they must 
also proceed step by step in order to keep whatever goodwill exists in the market place towards 
the company. Even when a radical change is necessary, efforts are made in protecting some 
continuation in the design. For example, when Ken Cato from Cato design was asked by the 
Commonwealth Bank to design a modern logo to represent a modern bank, he tried to keep 
some visual connection with the old logo by retaining the same yellow and black contrast. 


Use of surrogate indicators 


Consumers frequently use an observable attribute of a product to indicate the performance 
of the product on a less observable attribute. For example, most consumers use price as a 
guide to the quality of at least some of the products they buy. As stated earlier, an attribute 
used to stand for or indicate another attribute is known as a surrogate indicator. 
Consumers’ reliance on an attribute as a surrogate indicator of another attribute is a 
function of its predictive value and confidence value.'! Predictive value refers to the 
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consumer’s perception that one attribute is an accurate predictor of the other. Thus, The 
Australian Dairy Corporation hopes that consumers will believe that an endorsement by the 
Australian Medical Association (AMA) does indeed indicate to women worried about 
osteoporosis that dairy foods can provide a countermeasure. Likewise, Oral-B has long 
advertised its use and support by dentists in order to promote its range of dental-hygiene 
products. 

The second component, confidence value, refers to the consumer’s ability to distinguish 
between brands on the surrogate indicator. Thus, a consumer may believe that ingredients 
accurately indicate the nutritional value of foods (i.e. have a high predictive value), but may 
not use them as indicators due to an inability to make complex between-brand comparisons. 


Price 


The surrogate indicator perhaps most widely used—as a result, in part, of its high 
confidence value—is price. Price has been found to influence the perceived quality of shirts, 
radios, after-shave lotion, appliances, carpeting, motor cars and numerous other product 
categories.'* These influences have been large, but, as might be expected, they decline as 
visible product differences, prior product use, and additional product information increase. 
Price has also been shown to act as a surrogate indicator when consumers feel their ability 
to judge the product is inadequate, and their degree of involvement will be limited, as in the 
case of the choice of red wine.!° Unfortunately, for many products the relationship between 
price and functional measures of quality is low (i.e. some inexpensive product may be of 
quite good quality, and some expensives ones may not be).'!* Hence, consumers using price 
as a surrogate for quality frequently make less than optimal purchases. 


Brand 


Brand name is often used as a surrogate indicator of quality. Levi’s jeans, for example, can 
sell for twice the price of other jeans because the brand has an image that is desirable, and 
because consumers trust it to mean durability and style.!° And other companies have been 
just as successful at establishing their brands as symbols of quality. Reebok, for example, 
has kept ahead by designing shoes for aerobics, then for step classes (for which it developed 
the equipment as well), and by keeping informed of the latest trends in the health and fitness 
sector. As a result, the brand is trusted by consumers to be suitable for both gym and casual 
use. !¢ 

Brand has also been found to be very important when it is the only information the 
consumer has available. Moreover, brand has been found to interact with or, on occasion, 
replace the impact of, relative price.!’ Store image, packaging, colour, country of 
manufacture and warranty have also been found to affect perceptions of quality.'® 


EF vatuative criteria, individual judgments, 
and marketing strategy 


Marketers recognise and react to the ability of individuals to judge evaluative criteria, as 
well as to their tendency to use surrogate indicators.!? For example, most new consumer 
products are initially tested against competitors in blind tests. A blind test is one in which 
the consumer is not aware of the product’s brand name. For example, Agree shampoo was 
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not introduced until blind tests indicated it was preferred over a target competitor. Such tests 
enable the marketer to evaluate the functional characteristics of the product, and to 
determine if a j.n.d. over a particular competitor has been obtained without the 
contaminating or ‘halo’ effects of the brand name or the firm’s reputation—that is, if the 
new product was not better than the original, this would probably damage the existing 
brand and company image. 

Marketers also make direct use of surrogate indicators. For example, an advertisement 
may warn consumers to stay away from the competition’s products, even though these may 
be cheaper. This is an obvious attempt to utilise the price—quality relationship that many 
consumers believe exists for most products. On occasion, prices are raised to increase sales 
because of the presumed price—quality relationship. For example, a new mustard packaged 
in a glass jar did not achieve significant sales priced at 49 cents, but it did at $1.00.?° 

Marketers use brand names as indicators of quality in a number of ways. And other types 
of surrogate indicators can also be used. For example, endorsement by a celebrity could 
provide a brand with the seal of approval which consumers will accept as indicative of 
quality. The success of the Elle Macpherson Intimates lines of lingerie produced by New 
Zealand’s Bendon Hickory is proof that both women who buy the product for themselves 
and men who buy it as a gift believe implicitly that the supermodel would not put her name 
on substandard products.?! 

Country-of-origin information is also often used by marketers to capitalise on consumers’ 
home bias or the existence of stereotypes about different countries. For example, German 
cars are generally assumed by most people to have superior engineering, and BMW and 
Audi use this to their advantage. In contrast, many Australians and New Zealanders say that 
they prefer to buy domestic products in preference to imported ones—although this does 
depend on the type of product.** 

Even colour can be used as a surrogate indicator. A manufacturer of a hot spicy sauce, for 
example, would probably choose to colour it red, whereas a marketer stressing the rich taste 
of a mild product would choose a creamy colour. 

Providing a warranty of a money-back promise is a direct surrogate indicator. However, 
if all competitors use it, this could lead to a warranty war in the same way as excessive 
reliance on price can led to a price war. In 1995, Whirlpool initiated a 5-year-warranty 
policy, which was quickly matched by its main competitors Southcorp and Fisher and 
Paykel. The cost of such offers is difficult to calculate, but through them retailers, who used 
to provide warranties on the machines they sold, lost a source of income; in the end, market 
shares remained unchanged, as all major players were offering the same warranty.*? 

Exhibit 5.4 illustrates how this type of appeal can be used in promoting products that 
consumers might find difficult to assess on any other attributes. The company guarantees 
absolute satisfaction with its product, or a refund. This strategy not only greatly reduces any 
perceived risk associated with the purchase, but also serves as a strong surrogate indicator 
of product quality. 


Decision rules 


Suppose that you have evaluated a particular model of each of the six computer brands in 
your evoked set on six evaluative criteria: price, quality, ease of use, software, portability 
and after-sale support. Further, suppose that each brand excels on one attribute, but falls 
short on one or more of the remaining attributes, as shown opposite: 
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Consumer perceptions (rating: 1 = very poor to 5 = very good) 


Packard HP — Power Macintosh 
Pentium II PC Presario 4540 Pavilion PC 8130 5500 Aptiva EQ1_ Satellite 310 
Evaluative criteria (Microbyte) (Compaq) _— (Hewlett-Packard) — (Macintosh) (IBM) (Toshiba) 
Price 5 3 3 4 2 1 
Quality 3 4 5 4 3 4 
Software 5 5 5 Z 5 5 
Portability 1 3 1 3 T 5 
After-sale support 5 B) 4 2] 5 3 
Ease of use 3 3 3 5 3 3 


Note: See note on Table 5.1: this evaluation does not reflect the authors’ opinions, or the opinions of any experts. 


Which brand would you select? Your answer would depend upon the decision rule you 
utilise.24 Consumers frequently use five decision rules, either singularly or in combination: 
the conjunctive, disjunctive, lexicographic, elimination-by-aspects, and compensatory rules. 
Table 5.3 provides a brief overview of each rule. Note that the conjunctive and disjunctive 
decision rules may produce a set of acceptable alternatives, while the remaining rules 


generally produce a single ‘best’ alternative. 


xhibit 5.4 


Legs as. 
smooth 
as this 
page Or 


your 
money. 
back. 


Fee! the page. 

If youd Hike your legs to be simuarly 
smooth, only softer and rauch better- 
locking, then check out this very exciling 
S&-épd offer from Braun 

Buy any ong of the high-tech Six-éail 
hair removers and try :t for 60 days. Then, 
if you don’t ke it, for any reason, send it 
back to Braun for a full refund. 


so confident? Weil, the 


their roots) are painlessly 
treatment wil last 


is, Much, much longer 


There's no cream-treatment 


messiness and none of the in-grown hair 


women whs tried a Sék-éps were delighted 
with the results 


We beheve yeu will be, ten. 


So take advantage of Braun's nsk- 
free, buy-ard-try Stk-épd offer this summer. 
Availatle fromm department stores, 


selected electrical storas end pharmacies. 


BRAUN 


Better design, better performance 


Offering a warranty to reduce the perceived risk of purchase 


5.16 SECTION TWO CONSUMER DECISION PROCESS 


L able 5.3 Decision rules used by consumers 


1. Conjunctive: Select all (or any or first) brands that surpass a minimum level on each relevant evaluative criterion. 

2. Disjunctive: Select all (or any or first) brands that surpass a satisfactory level on any relevant evaluative 
criterion. 

3. Elimination—by-aspects: Rank the evaluative criteria in terms of importance, and establish satisfactory levels 
for each. Start with the most important attribute, and eliminate all brands that do not meet the satisfactory 
level. Continue through the attributes in order of importance until only one brand is left. 

4. _Lexicographic: Rank the evaluative criteria in terms of importance. Start with the most important criterion and 
select the brand that scores highest on that dimension. If two or more brands tie, continue through the 
attributes in order of importance until one of the remaining brands outperforms the others. 

5. Compensatory: Select the brand that provides the highest total score when the performance ratings for all the 
relevant attributes are added together (with or without importance weights) for each brand. 


Conjunctive decision rule 


The conjunctive decision rule establishes minimum required performance standards for each 
evaluative criterion, and selects all brands that surpass these minimum standards. In essence, 
you would say: ‘Pll consider all (or I’ll buy the first) brands that are all right on the attributes 
I think are important.’ For example, assume the following represent your minimum standards: 


Price 

Quality 

Software 
Portability 
After-sale support 


WN -—-= WwW BB W 


Ease of use 


Any brand of computer falling below any of these minimum standards (cut-off points) 
would be eliminated from further consideration. In this example, four computers are 
eliminated—IBM, Microbyte, Macintosh, and Toshiba. These are the computers that failed 
to exceed all of the minimum standards. Under these circumstances, the remaining brands 
may be equally satisfying—unless the consumer chooses to use another decision rule in order 
to select a single brand from these two alternatives. 

Because individuals have a limited ability to process information, the conjunctive rule is 
very useful in reducing the size of the information processing task to some manageable level. 
It first eliminates those alternatives that do not meet minimum standards. This is often done 
in the purchase of such products as homes, or when flats or units are rented. A conjunctive 
rule is used to eliminate alternatives that are out of a consumet’s price range or outside the 
location preferred, or that do not offer other desired features. Once alternatives not 
providing these features are eliminated, another choice rule may be used to make a brand 
choice among those alternatives that satisfy these minimum standards. 
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The conjunctive decision rule is commonly used in many low-involvement purchases as 
well. In such a purchase, the consumer evaluates the elements of a set of brands one at a 
time, and selects the first brand that meets all the minimum requirements. 


Disjunctive decision rule 


The disjunctive decision rule establishes a minimum level of performance for each important 
attribute (often a fairly high level). All brands that surpass the performance level for any key 
attribute are considered acceptable. Using this rule, you would say: ‘I’ll consider all (or buy 
the first) brands that perform really well on any attribute I consider to be important.’ Assume 
that you are using a disjunctive decision rule and the attribute cut-off points shown below: 


Price 5 
Quality 5 
Software Not critical 
Portability Not critical 
After-sale support Not critical 
Ease of use 5 


You would find that Microbyte (price), Hewlett-Packard (quality), and Macintosh (ease 
of use) warrant further consideration. As with the conjunctive decision rule, you might 
purchase the first brand you find acceptable, use another decision rule to choose among the 
three, or add additional criteria to your list. 


Elimination-by-aspects decision rule 


The elimination-by-aspects rule requires the consumer to rank the evaluative criteria in 
terms of their importance and to establish a cut-off point for each criterion. All brands are 
first considered on the most important criterion. Those that do not surpass the cut-off point 
are dropped from consideration. If more than one brand passes the cut-off point, the process 
is repeated on those brands for the second-most important criterion. This continues until 
only one brand remains. In this case, the consumer’s logic is: ‘I want to buy the brand that 
has an important attribute that other brands do not have.’ 

Consider the rank-order and cut-off points shown below. What would you choose using 
the elimination-by-aspects rule? 


Rank Cut-off point 
Price 1 3 
Quality 2 4 
Ease of use 3 4 
Software 4 3 
After-sale support fs) 3 
Portability 6 5 
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Price would eliminate IBM and Toshiba. Of those remaining, Compaq, Hewlett-Packard 
and Macintosh surpass the quality hurdle. Notice that Toshiba also exceeded the minimum 
quality requirement, but was not considered because it had been eliminated in the initial 
consideration of price. Only Macintosh exceeds the third requirement, ease of use. 

Using the elimination-by-aspects rule, we end up with a choice that has all the desired 
features of all the other alternatives, plus one more. In this case, Macintosh would be 
selected. 


Lexicographic decision rule 


The lexicographic decision rule requires the consumer to rank the criteria in order of 
importance. The consumer then selects the brand that performs best on the most important 
attribute. If two or more brands tie on this attribute, they are evaluated on the second-most 
important attribute. This continues through the attributes until one brand outperforms the 
others. The consumer’s thinking is something like this: ‘I want to get the brand that does 
best on the attribute of most importance to me. If there is a tie, I’ll break it by choosing the 
one that does best on my second-most important criterion.’ 

The lexicographic decision rule is very similar to the elimination-by-aspects rule. The 
difference is that the lexicographic rule seeks maximum performance at each stage, while the 
elimination-by-aspects seeks satisfactory performance at each stage. Hence, using the 
lexicographic rule and the data from the elimination-by-aspects example above would result 
in the selection of Microbyte, because it has the best performance on the most important 
attribute. Had Microbyte been rated a 4 on price, it would be tied with Macintosh. Then 
Macintosh would be chosen, based on its superior quality rating. 

When this rule is being used by a target market, it is essential that the product equal or 
exceed the performance of all other competitors on the most important criteria. Outstanding 
performance on lesser criteria will not matter if the product is not competitive on the most 
important ones. 


Compensatory decision rule 


The four previous rules are non-compensatory decision rules, since very good performance 
on one evaluative criterion cannot compensate for poor performance on another evaluative 
criterion. On occasion, consumers may wish to average out some very good features with 
some less attractive features of a product in determining overall brand preference. 
Therefore, the compensatory decision rule states that the brand that rates highest on the sum 
of the consumer’s judgments of the relevant evaluative criteria will be chosen. This can be 
expressed as: 


Ry = > W;Bip 
4 
where 


R, = overall rating of brand b. 
W, = importance or weight attached to evaluative criterion i. 
Bi 


nN 


evaluation of brand b on evaluative criterion i. 


number of evaluative criteria considered relevant. 


I 
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If you used the relative-importance scores shown below, which brand would you choose? 


Importance score 


Price 30 
Quality 25 
Software 15 
Portability 5 
After-sale support 10 
Ease of use 20 
Total 100 


Using this rule, Macintosh has the highest preference. The calculations for Macintosh are 
as follows: 


ey eee = 30(4) + 25(4) + 10(2) + 5(3) + 10(3) + 20(5) 
=I70:3: 100-420 = 15 430 4.100 
= 385 


As Table 5.4 indicates, each decision rule yields a somewhat different choice. Therefore, 
marketers must understand which decision rules are being used by target buyers in order to 
position a product within this decision framework. 


L able 5.4 Alternative decision rules and selection of a personal computer 


Decision rule Brand choice 

Conjunctive Hewlett-Packard, Compaq 

Disjunctive Macintosh, Hewlett-Packard, Microbyte 
Elimination-by-aspects Macintosh 

Lexicographic Microbyte 


Compensatory Macintosh 


Which decision rules are used by consumers? 


Consumers do not assign explicit numerical weights to the importance of attributes, nor do 
they assign numerical scores to the performance levels of various brands. These choice 
models are merely representations of the vague decision rules commonly used by consumers 
in brand selections. 
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To date, the question as to which rules are used by consumers in which situations remains 
unanswered. However, research done in specific situations indicates that people do use the 
rules.2° A marketing manager must determine, for the market segment under consideration, 
which is the most likely rule or combination of rules, and then develop an appropriate 
marketing strategy. 

Low-involvement purchases probably involve relatively simple decision rules 
(conjunctive, disjunctive, elimination-by-aspects or lexicographic), since consumers will 
attempt to minimise the mental ‘cost’ of such decisions.*° Often, high-involvement decisions 
may involve not only more complex rules (compensatory), but also stages of decision 
making, with different attributes being evaluated by different rules at each stage.*’ 


Marketing applications of decision rules 


As indicated in Figure 5.4 and Table 5.4, marketing managers should be aware of which 
decision rules are being used by their target market. Suppose that a target market for 
personal computers uses the six evaluative criteria shown below: 


jae es a (oa 

2. Quality/image. 

3. Software. 

4. Portability. 

5. After-sale support. 
6. Ease of use. 


Ss, igure 5.4 Understanding target buyers’ decision rules to achieve product 
positioning 


Target buyers’ Understand Develop Increased 
dominant how product's strategy to chance 
decision rule strengths strengthen of selection 

and position 
weaknesses within the 
apply when decision rule 
that rule 
is used 


What marketing strategy should IBM use to reach this market? Clearly, the answer 
depends in part on the decision rule or combination of rules being used. Some of the 
strategies that may be appropriate for each rule are suggested below. 


Conjunctive 


IBM must meet the consumer’s minimum requirements on each of the six criteria. The firm’s 
promotional messages, either singly or in combination, must inform the market of its 
performance on all six criteria. In the earlier example, IBM’s performance on each of the 
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criteria were outside the acceptable level in price and quality for this target buyer. This 
would have to be corrected to be successful if a conjunctive rule were being used. Since some 
consumers will buy the first acceptable brand, widespread distribution is desirable if other 
brands also meet the minimum criteria. Considerable effort should be directed towards 
appropriate training of retail sales personnel, since they may help the consumer choose from 
among the several acceptable brands. 


Disjunctive 


The IBM Aptiva EQ1 must score above a (generally) high minimum on at least one of the 
key criteria. This means that product development and advertising can focus on a specific 
attribute such as quality. However, since this decision rule often produces a set of acceptable 
alternatives, the other attributes cannot be ignored. 


Elimination-by-aspects 


In this case, IBM must determine the relative importance the target market assigns to each 
criterion, as well as the acceptable level of each attribute. Then it must make certain that its 
computer meets the acceptable level on each of the important criteria the competitors meet, 
plus one they do not meet. If the order of importance is price, quality, ease of use, software, 
after-sale support and portability, IBM Aptiva EQ1 would have to be price competitive to 
make the first cut. Once it is price competitive, IBM would then have to focus on the 
remaining evaluative criteria, ensure the product was in the acceptable range on each, and 
offer one feature that the other alternatives do not have. 


Lexicographic 


Again, IBM must determine the relative importance the target market assigns to each 
criterion. However, if the market uses this rule, IBM should attempt to beat the competition 
on the most important attribute. If it cannot beat the competition, it must at least tie with 
them on this attribute. If it ties on the most important criterion, effort should shift to the 
second-most important criterion. Assuming price is the most important attribute, with 
software next, the promotional messages could be, ‘IBM has the best software on the 
market, with a price competitive with other brands.’ 


Compensatory 


Once more, the importance of each of the criteria needs to be determined. However, IBM 
strategy must now shift to developing and promoting the best overall package of benefits. 
Although performance on the relatively important criteria must be fairly high, it is the total 
combined performance that counts. Hence price may be increased if necessary, to allow for 
product improvements that will enhance the attractiveness of the overall IBM product offering. 
Likewise, price reductions can be used to offset competitors’ advantages in product features. 
Advertising should stress the strong features as well as the overall value of the IBM PS/2. 

Of course, the marketing strategy may also involve modifying the current decision rule 
used by consumers by suggesting, for example, cut-off points for evaluative criteria 
examined by consumers when making their choice, or the inclusion of an evaluative 
criterion ignored so far. Exhibit 5.5 shows an example of the latter strategy. Fisher and 
Paykel advertises the technological component of its washing machine, an evaluative 
criterion unlikely to have been considered previously. 
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xhibit 5.5 


CONS UMERSDEGISTON PROCESS 


Promotion with evaluative criteria not used previously 


How smart is your washing machine 


Does your washing machine automatically 
sense the size of c wastilead and add the exact 
omount of woter needed to wash it perfectly? 
Does it have o rinse cycle thal uses less 
precious waler - saving up to 25%? The new 
Smart Drive” 3 does both. 


Does your washer spin your wash almost 


the line or in the clothes drys: 

New Smart Drive® 3 also electronically 
coatrols both water lemperalure and highly 
sensitive agitator actions, lor any type ot wash, 
and memotises yout favourite wash options. 

Now don’t feel bad # your weshing 


machine doese’l scrvd up. Simply replace il 


dry? New Smart Drive® 3 spins so fast thot with a new Skg. Oka o: 7kg Fisher & Paykel 
drying lime is drastically reduced either on Smart Drive’ 3, and have a fovaly wash day. 


Fisheré.Paykel 


Tobe EN ENS OONSATT HOO RES 


Summary 


While consumers are gathering information about various alternative solutions to a recognised 
problem, and after they have done so, they evaluate the alternatives and select the course of action. 
that seems most likely to solve the problem. 

Evaluative criteria are the various features a consumer looks for in response to a particular problem. 
They are the performance levels or characteristics consumers use to compare different brands in light 
of their particular consumption problem. The number, type, and importance of evaluative criteria used 
differ from consumer to consumer and across product categories. 

A critical first step in utilising evaluative criteria to develop marketing strategy comprises measuring: 


1. which evaluative criteria are used by the consumer 
2. the way the consumer perceives the various alternatives in terms of each criterion 
3. the relative importance of each criterion 


While the measurement task is not easy, a number of techniques, ranging from direct questioning 
to projective techniques and multidimensional scaling, are available. Evaluative criteria such as price, 
size and colour can be judged easily and accurately by consumers. Other criteria, such as quality, 
durability and health benefits, are much more difficult to judge. In such cases, consumers often use 


continues... 
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price, brand name or some other variable as a surrogate indicator of quality. To overcome such 
surrogate indicators, many lesser known or lower priced brands advertise the results of (or encourage 
participation in) blind brand comparisons. 

When consumers judge alternative brands on several evaluative criteria, they must have some 
method for selecting one brand from the various choices. Decision rules serve this function. A decision 
rule specifies how a consumer compares two or more brands. Five commonly used decision rules are 
the disjunctive, conjunctive, lexicographic, elimination-by-aspects, and compensatory rules. Marketing 
managers must be aware of the decision rule(s) used by the target market, since different decision rules 
require different marketing strategies. 


Key terms 


evaluative criteria sensory discrimination 

surrogate indicator just-noticeable difference 

decision rule compensatory decision rule 
projective techniques non-compensatory decision rule 
perceptual mapping conjunctive decision rule 
rank-ordering scales disjunctive decision rule 
semantic-differential scales elimination-by-aspects decision rule 
Likert scales lexicographic decision rule 

conjoint analysis constant-sum scale 


semantic differential 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


Fisher and Paykel http://www.fisherpaykel.com 


Kelloggs http://www.kelloggs.com 

Meadow Lea http://www.goodmanfielder.com.au/GF_EdibleOil_A1_63.htn 
SouthCorp http://www.southcorp.com.au 

Whirlpool http://www.Whirlpool.com 


Review questions 


—_ 


What are evaluative criteria, and in terms of which characteristics can they vary? 

How can a marketing manager determine which evaluative criteria consumers use? 

3. What methods are available for measuring consumers’ judgments of brand performance on specific 
attributes? 


~ 
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How can the importance assigned to evaluative criteria be assessed? 

What is sensory discrimination, and what role does it play in the evaluation of products? What is 
meant by a just-noticeable difference? How have marketers used this concept in marketing products? 
What are surrogate indicators? How are they used in the consumer evaluation process? How have 
marketers used surrogate indicators in positioning various products? 

What is the disjunctive decision rule? 

What is the conjunctive decision rule? 

What is the lexicographic decision rule? 

What is the elimination-by-aspects decision rule? 

What is the compensatory decision rule? 

How can knowledge of consumers’ evaluative criteria and of criteria importance be used in 
developing marketing strategy? 

How can knowledge of the decision rule consumers might use in a certain purchase assist a firm in 
developing marketing strategy? 


Denese questions 


List the evaluative criteria you would use in purchasing the following products, and the importance of 
each criterion. Would situational factors change the criteria? And the importance weights? If so, why? 


a. Cosmetic surgery. d. Toothpaste. 
b. Mountain bike. e. Stereo system. 
c. Novel. f. Restaurant meal. 


Repeat Question 1, but speculate on how your lecturer or tutor would answer. In what ways might 
his or her answer differ from yours? Why? 

Identify five products in which surrogate indicators may be used as evaluative criteria in a brand- 
choice decision. Why are the indicators used, and how might a firm enhance their use (i.e. strengthen 
their importance)? 

The table below represents, for several brands of motorbikes, a particular consumer’s evaluative 
criteria, ranking of criteria importance, acceptable level of performance, and judgments of perfor- 
mance. Discuss the brand choice this consumer would make when using. the lexicographic, 
compensatory and conjunctive decision rules. 


a 


Alternative brands 


Minimum 

Evaluative Criteria acceptable 

criteria importance performance Honda BMW Vespa Kawasaki Triumph — Suzuki 
Price 30 4 2 4 2 4 2 4 
Horsepower 15 5 4 2 5 5 4 4 
Weight 5 Z 3 5 3 2 3 3 
Economy 35 3 4 4 3 Z 4 5 
Colour selection 10 3 4 4 3 2 5 2 
Frame 5 2 4 2 3 3 3 3 


Note: 1 = very poor; 2 = poor; 3 = fair; 4 = good; and 5 = very good. 


a a ee eee ee 
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Describe the decision rule(s) you have used or would use in the following situations: 


a. Choosing a solicitor. f. Donating to the Salvation Army. 

b. Choosing a fast-food restaurant. ge. Choosing a birthday gift for a friend. 

c. Choosing a mouthwash. h. Choosing a paper towel. 

d. Choosing a compact disc player. i. Subscribing to a magazine. 

e. Choosing a mountain bike. j. Selecting a movie. 

Discuss surrogate indicators that could be used to evaluate the perceived quality of the following: 
a. Politician. e. Clothing store. 

b. Restaurant. f. Lecturer. 

c. Stereo system. g. Toilet paper. 

d. Suit. h. Magazine. 


For what products would emotion or feeling be an important attribute? Why? 


FP veject questions 


Develop a list of evaluative criteria that students might use for evaluating alternative flats for rent. 
After listing these criteria, go to the local newspaper or student newspaper, select several flats, and list 
them in a table similar to the one in Discussion Question 4. Then have five other students evaluate 
this information, and have each indicate the flat he or she would rent if given only those alternatives. 
Next, ask the students to express the importance they attach to each evaluative criterion, using a 100- 
point constant-sum scale. Finally, provide them with a series of statements that describe different 
decision rules, and ask them to indicate the one that best describes the way they made their choice. 
Calculate the choice they should have made given their importance ratings and stated decision rules. 
Have them explain any inconsistent choices. 
Develop a short questionnaire to elicit the evaluative criteria consumers might use in selecting the 
following products. Also, have each respondent indicate the relative importance he/she attaches to 
each of the evaluative criteria. 

Then, working with several other students, combine your information and develop a segmentation 
strategy based on consumer evaluative criteria and criteria importance. Finally, develop an 
advertisement for each market segment to indicate that their needs would be served by your brand. 


a. Politician. e. Clothing store. 
b. Restaurant. f. Mouthwash. 
c. Stereo system. g. Toilet paper. 
di Suit h. Magazine. 


Set up a taste-test experiment to determine if volunteer taste testers can perceive a just-noticeable 
difference between three different brands of orange juice. To set up the experiment, store each orange 
juice in a separate but identical container and label the containers L, M and N. Provide volunteer taste 
testers with an adequate opportunity to evaluate each brand before asking them to state their 
identification of the actual brands represented as L, M and N. Evaluate the results, and discuss the 
marketing implications of these results. 

For a product considered high in social status, develop a questionnaire that measures the evaluative 
criteria of that product, using both a direct and an indirect method of measurement. Compare the 
results, and discuss their similarities and differences, as well as which evaluative criteria are most likely 
to be utilised in brand choice. 


5. Find and copy three advertisements that encourage consumers to use a surrogate indicator. 
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Find and copy two advertisements that attempt to change the importance consumers assign to 


product-class evaluative criteria. 


Visit one of the Websites listed above. Can you find evidence that the company that developed it has 
a clear idea of consumers’ evaluative criteria? Or that it is collecting information for the purpose of 
defining those? If not, suggest ways in which this could be done. What benefits could the company 


derive from doing so? 
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When you have worked through this chapter, you should understand: 
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the factors that affect retail outlet selection 

why consumer characteristics can also affect outlet selection 
the in-store influences that can affect brand choice 

why marketers need to consider these influences 


the changes occurring with the ways consumers can purchase products 
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SECTION TWO CONSUMER DECISION PROCESS 


s the following example about consumers buying Levi Strauss jeans illustrates, the 

brand is often selected first and the outlet second. Levi Strauss accounts for 25 per cent 
of jeans sales in Australia. It commands a big price premium in a category dominated by 
discounting. But the most remarkable aspect of the Levi brand is the power it exerts in the 
retail industry. In the past two years, Levi jeans have disappeared from big clothing retailers 
such as Big W and Lowes Manhattan, and from dozens of smaller retailers. Their departure 
was not triggered by low or declining sales; Levi Strauss chose to withdraw its products from 
these stores. Why? Because the retailers refused to play by its rules. 

Since the late 1980s, Levi has been introducing rules governing how retailers should 
display its product, the fit-out of Levi sections in stores, and the level of knowledge sales 
assistants should have about its products. 

Concessions, or shops-within-shops, are a common feature of Australian retailing, 
particularly in department stores. But, unlike most concessionaires, Levi does not pay for 
the fit-out of the sections it occupies, or the wages of the staff in the sections. Instead, Levi 
sets minimum standards for how Levi jeans should be displayed, and insists that every 
retailer stocking Levis should also carry other high-priced jeans brands. 

No retailer can escape Levi Strauss’ rules. Just Jeans is the biggest jeans retailer in 
Australia, but it must negotiate the right to sell Levi products on a store-by-store basis. Some 
Just Jeans stores are not allowed to sell Levi jeans because the company does not believe they 
are suitable environments. ! 

Outlet selection is as important to managers of retail firms such as Kmart and Target as 
it is to consumer-goods marketers. There are three basic sequences a consumer can follow 
when making a purchase decision: 


1. brand (or item) first, outlet second 
2. outlet first, brand second 
3. brand and outlet simultaneously 


The model and discussion in the previous two chapters suggest that brands are selected 
first and outlets second, as illustrated in the introductory example of consumers wanting to 
buy Levi jeans. This situation may arise frequently. For example, referring to the computer 
example in Chapter 5, a person can read about computers in relevant magazines and talk 
with knowledgeable individuals. Based on this information, the consumer can select a 
brand, and purchase it from the store with the lowest price (or best location, image, service, 
or other relevant attributes). 

But, for many individuals and for many product categories, stores rather than brands 
form the evoked set.* One study found that two-thirds of brand decisions for supermarket 
items were made in the store.’ In the computer example, a consumer might be familiar with 
one store—Harvey Norman—that sells personal computers. The consumer may decide to 
visit that store, and select a computer from the brands available there. 

A third strategy is for the consumer to compare the brands in his or her evoked set at the 
stores in that evoked set. The decision would involve a simultaneous evaluation of both 
store and product attributes. Therefore, the consumer might choose between the second- 
preferred computer at a store with friendly staff and excellent service facilities, and the 
favourite computer at an impersonal outlet with no service facilities. 

The appropriate marketing strategies for both retailers and manufacturers differ 
depending on the decision sequence generally used by the target market. Table 6.1 highlights 
some of the key strategic implications. 
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L able 6.1. Marketing strategy based on the consumer decision sequence 


Decision sequence 


1. Outlet first, brand second 


Level in the channel 


Retailer 


Image advertising 

Margin management on shelf space, 
displays 

Location analysis 


Manufacturer 


Distribution in key outlets 

Point-of-purchase, shelf space, 
position 

Programs to strengthen existing 


Appropriate pricing outlets 
2. Brand first, outlet second Many brands and/or key brands More exclusive distribution 
Co-operative advertisements Brand-availability advertising 
featuring brands (Yellow Pages) 
Price specials on brands, Brand-image management 


Yellow Pages listings under brands 


3. Simultaneous Margin training for sales personnel Programs targeted at retail sales 
Multiple brands/key brands personnel 
High-service or low-price structure Distribution in key outlets 


Co-operative advertising 


The nature of retail outlet selection 


Selecting a retail outlet involves the same process as selecting a brand, as described in the 
previous chapters. In other words, the consumer recognises a problem that requires an outlet 
to be selected, engages in internal and possibly external search, evaluates the relevant 
alternatives, and applies a decision rule to make a selection. This chapter will describe the 
evaluative criteria that consumers frequently use when choosing retail outlets, the consumer 
characteristics that influence the criteria used, and the in-store characteristics that affect the 
amounts and brands purchased. 

First, what does the term retail outlet mean? It refers to any source of products or services 
for consumers. Increasingly, consumers are seeing or hearing descriptions of products in 
catalogues, in direct mail, in the various print media, on the Internet or on television or 
radio, and are acquiring them through mail or telephone orders.* 

A substantial amount of retail trade occurs in other non-store settings, such as garage 
sales, flea markets, and consumer-to-consumer sales (through classified advertisements and 
noticeboards).° The retail shopping environment in both Australia and New Zealand can be 
described as increasingly complex, challenging, and exciting for both consumers and 
marketers. Ed Doble, managing director of the advertising agency J. Walter Thompson’s 
Melbourne office, says that retailers need the ‘wow’ factor—‘That special something that 
makes a customer’s jaw drop when he or she enters the store, and keep dropping as he or 
she walks around.’ He adds, ‘To stand out, retailers must recognise that they are in the 
entertainment business, and borrow tactics from their showbiz brethren.” 
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Aittributes affecting retail outlet selection 


The selection of a specific retail outlet, whether before or after a brand decision, involves a 
comparison of alternative outlets on the basis of the consumer’s evaluative criteria. This 
section considers a number of evaluative criteria commonly used by consumers. 


Outlet image 


A given consumer’s or target market’s perception of all of the attributes associated with a 
retail outlet is generally referred to as the outlet’s image.’ Table 6.2 lists nine dimensions 
of store image, and some 23 components of these dimensions.2 The merchandise 
dimension, for example, takes into account such components as quality, selection, style, 
and price, while the service dimension includes components related to credit, financing, 
delivery, and sales personnel. Notice that the store atmosphere component is primarily 
emotional in nature. 


6.2 Dimensions and components of store image 


Component(s) 


Quality, selection, style, price 


Service Lay-by plan, sales personnel, easy return, credit; delivery 
Clientele Customers 
Physical facilities Cleanliness, store layout, shopping ease, attractiveness 


Convenience 


Location, parking 


Promotion Advertising 

Store atmosphere Congeniality, fun, excitement, comfort 
Institutional Store reputation 

Post-transaction Satisfaction 


Since the components in Table 6.2 were developed for stores, they require some 
adjustments in the case of in-home outlets. For example, 1-800 numbers, 24-hour 
operations, and multiple inbound telephone lines (no busy signals) are more relevant to 
the convenience of telemarketing firms than are location and parking as listed in the 
table. 

In addition, with the increase in the number of consumers using the Internet to buy goods 
and services, not all of these image dimensions may be relevant, while others may be even 
more important. For example, the wide range of goods and services offered over the Internet 
and, in many cases, the lower prices offered through this medium, may be more important 
to consumers than store atmosphere. Researchers are just beginning to investigate the 
dimensions that influence consumers in their choice of Internet shopping options. 
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Obviously, this information will be very useful for companies using the Internet to market 
their goods and services, especially in terms of Web page design. 

Marketers make extensive use of image data when formulating retail strategies.? As Table 
6.2 suggests, marketers control most of the elements that determine an outlet’s image.!° And 
differing groups of consumers desire different things from various types of retail outlets.!! 
A focused, managed image is essential for most retailers. Generally, most department stores 
have in the past tried to appeal to many different segments. As a result, they suffered serious 
losses to more specialised competitors as markets became increasingly segmented during the 
1980s. Their images were too diffuse to attract customers. In response, they have sought to 
evolve into collections of distinctive specialty stores or stores-within-stores, each with a 
sharply focused image keyed to a well-defined target market.!* For example, the larger 
department stores such as Myer and David Jones have offered customers specialty fashion 
stores within their stores. 

Other outlets concentrate on one or more attributes that are important, either to a 
segment of consumers or to most consumers in certain situations. The 7-Eleven food stores 
in Australia, and many convenience stores (dairies) in New Zealand, have followed the 
second approach, which is to provide customers with ‘what they want, when they want it, 
where they want it’. These stores focus on providing convenience for consumers in those 
situations where convenience is an important attribute. 

Both individual stores and shopping areas (CBD and suburban shopping centres) have 
images. Therefore, retailers should be concerned not only with their own image, but also 
with the image of their shopping area. In most major cities in Australia and New Zealand, 
there are shopping areas that have developed distinctive images to cater to specific target 
segments—whether these images be exclusivity or ‘great for discount prices’. The ability to 
ageressively portray a consistent, integrated image is a significant advantage for shopping 
centres, as this positioning can help differentiate between centres and attract the appropriate 
consumer segments. 


Retail advertising 


Retailers use advertising to communicate their attributes to consumers. An Australian study 
reported that 56 per cent of respondents found newspapers the most useful medium when 
purchasing food and groceries, compared to 16 per cent for letterbox promotions and 13 
per cent for television advertising.!* Many consumers seek store and product information 
from newspaper advertisements prior to purchase. 

Of particular importance is the role of price advertising. It is clear that this can attract 
people to stores. An Australian newspaper study found that shoppers at major supermarket 
chains agreed that price-driven advertising was an important factor when they were 
selecting where to shop. 

As Figure 6.1 illustrates, purchases of the advertised item understate the total impact of 
the advertisement. Customers who have come to purchase an advertised item will also buy 
additional items; sales of this type are referred to as spillover sales. In the study on which 
Figure 6.1 is based, spillover sales equalled sales of the advertised items. So, for every dollar 
spent on the sale item by people who came to the store in response to the advertising, 
another dollar was spent on some other item(s) in the store.!* The nature of these unplanned 
additional purchases is explored in the section ‘In-store influences that alter brand choices’ 
on page 6.12. 
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07 igure 6.1 Expenditures of individuals drawn to a store by an advertised item 


Behaviour of consumers 


Purchased the advertised 

item and one or more — 34 
additional items 

Purchased only the 36 

advertised item 


Did not purchase the 
advertised item but 
purchased one or 
more other items 


Did not purchase = 19 
anything 


10 20 30 40 


co) 


% of consumers 


Price-advertising decisions 
Retailers face three decisions when they consider using price advertising: 


1. How large a price discount should be used? 
2. Should comparison or reference prices be used? 
3. What verbal statements should accompany the price information? 


Unfortunately, only limited information is available to guide the marketing manager in 
these decisions. 

Consumers tend to assume that any advertised price represents a price reduction or sale 
price. Showing a comparison price increases the perceived Savings significantly. However, 
the strength of the perception varies with the manner in which the comparison, or reference, 
price is presented. The best approach seems to be to present the sale price, the regular price, 
and the dollar amount saved. Most consumers understand reference prices and are 
influenced by them, but do not completely believe them. Since price and sale advertising. 
have a strong impact on consumer purchases, the Australian Competition and Consumer 
Commission (ACCC), the Ministry of Commerce in New Zealand and most state 
governments have special guidelines and regulations controlling their use. The major fashion 
company Cue was recently fined $75 000 for attaching misleading price tags to its garments. 
The company had released nationally a new range of clothing with swing tags attached to 
each item showing two prices; in each case, the higher price was crossed out, and a price of 


C 


between $13 and $56 less were written underneath. The ACCC alleged that customers were 
led to believe that the clothes had previously been sold at the higher prices and were now 
being discounted. In fact, the garments had never been sold before.!5 

Words or phrases such as ‘now only’ or ‘special’ appear to enhance the perceived value 
of a sale. Unfortunately, these findings vary by product category, brand, initial price level, 
consumer group and retail outlet.!© Therefore, a retail manager should confirm these 


perceptions by undertaking research. 


Retailers often use terms in their advertising such as ‘40% off’, or ‘Save $10’, to 
emphasise how large the price reduction for the item is. This reinforces to consumers the fact 
that they are being offered a saving. The advertisement in Exhibit 6.1 highlights both the 


sale price and the possible savings. 


xhibit 6.1. Advertisement emphasising both sale price and savings 


adidas Santiago 
Back Pack 


was $30 sow $24.99 


Umbro Manchester 
United Back Pack 
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Nike Swoosh 
Pique Polo 
Navy, White 

bh NOW $39 


Nike Swoosh 
Back Pack 
was sso now $39.99 


adidas Nike 8° Long : 
a aed aad 4 Short =< 
ack, Grey, Navy lack, Grey, Navy Nike Dominator 
99 now $34.99 Back Pack 
was $50 Now $39.99 


Puma | Nike Cordura 
Back Pack Shoulder Bag 


Back Pack 
was sso now $34.99 wasssonow $39.99 wassss now $49.99 wases now$19.99 


Reebok Prevail Junior 
WAS $90 NOW $39.99 


adidas Quick Out 
WAS $100 Now $49.99 


Nike Rim Breaker Jnr 
WAS $90 NOW 9 


SAVE 


New Balance KX600 Jnr adidas Mongoose Jnr 
WAS $60 NOW $49.99 WAS $60 NOW $49, 


Nike Air Props Uptempo 
Was $130 NOW $119.99 


a xy Lb New Balance BB835 
WAS $110 Now $99.99 was $100 Now $39.99 
{Groetal St onty) 


CITY REGENT ARCADE SUPERSTORE 

104 GRENFELL STREET (08) 8223 5666 

FREECALL CUSTOMER SERVICE LINE 1800 610 902 

TEA TREE PLUS NORTH EAST ROAD MODBURY 8395 1600 
NOARLUNGA COLONNADES SHOPPING CENTRE 8326 7600 
MARION LEVEL 2 WESTFIELD SHOPPINGTOWN 8358 1844 


PERSONAL SHOPPERS ONLY. NO HOLDS, LAYBYS, ALL GOODS AVAILABLE UNTIL SOLD OUT ACN 001 114 243 
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Outlet location and size 


The location of a retail outlet plays an important role in consumer store choice. If all other 
things are approximately equal, the consumer will generally select the closest store. 
Likewise, the size of an outlet is an important factor in store choice. Unless a customer is 
particularly interested in fast service or convenience, larger outlets are preferred over smaller 
outlets, all other things being equal. 

Several methods for calculating the level of store attraction, based on store size and 
distance, have been developed. One such model is called the retail attraction model (also 
called the retail gravitation model). A popular version of this model is the following: 


where 
MS, = Market share of store i. 


S, = Size of store 1. 
T’, = Travel time to store i. 
1 = Attraction factor for a particular product category. 


In the retail gravitation model, store size is generally measured in square metres, and assumed 
to be a measure of breadth of merchandise. Similarly, the distance or travel time to a store is 
assumed to be a measure of the effort, both physical and psychological, required for reaching a 
given retail area.'’ Because willingness to travel to a shop varies by product class, the travel time 
is raised to the 1 power.'® This allows the effect of distance or travel time to vary by product. 

For a convenience item or minor shopping good, the attraction co-efficient is quite large, 
since shoppers are unwilling to travel very far for such items. However, major high- 
involvement purchases such as cars, or specialty items such as wedding dresses, generate 
greater willingness to travel to distant trading areas.!? When this is the case, the attraction 
coefficient is small and the effect of travel time as a deterrent is reduced. 

In Australia and New Zealand, people living in outback and rural areas will often travel 
to regional centres for major purchases. Often, high-involvement purchases such as cars, 
furniture and fashion clothing are associated with high levels of shopping outside the local 
community. In contrast, low-involvement purchases such as groceries are almost all made 
locally. These results are exactly what could be predicted using the retail attraction model. 

Additional work in this area has shown that the availability of different transportation 
modes to retail centres affects consumer patronage.*° Other attraction models include many 
of the economic and social aspects of time, money, and the value of shopping at a particular 
retail store.*! Therefore, the situation is an important determinant of store choice.22 


Consumer Characteristics and outlet choice 


The preceding discussion has focused on store attributes independently of the specific 
characteristics of the consumers in the target market. However, different consumers have 
vastly differing desires and reasons for shopping, as Exhibit 6.2 illustrates. If retailers can 
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segment the market with regard to customers’ shopping characteristics and habits, this will 
enable them to target their products, services and promotional activities at these customers 
more effectively. The set of shopping orientations of Australian shoppers shown in the 
exhibit could be one way for retailers to understand their customers. 


E xmivis 6.2 Shopping orientations of Australian shoppers 


The Adventurous shoppers comprise 24% of the population, are predominantly male, sociable, in their late 30s, 
single and moderately educated, like tough physical activity, and have above-average income. 


The Born to shop and the Fashionables each comprise 17 per cent of the population, and both groups are 
dominated by women. The group earns above-average incomes, drinks more wine than the average consumer, 
purchases small indulgences and enjoys taking intrastate holidays and weekends away. 


The Professionals comprise only 4% of the population but 12% of potential buyers, making them the biggest 
spenders per capita. They prefer spending on experiences, such as food and entertainment, rather than products. 
They window shop regularly, but purchase with care. They make up a large part of the DIY market for furnishings 
and home renovations. 


The Low risk and Practical shoppers are job oriented, have low social needs, little ambition, a frugal streak and 
rigid values, and support law over freedom. They consider sweets and soft drinks as treats and order large 
amounts of takeaway food and beer, but rarely purchase ‘extra’ items. 


Those most able to resist the lure of consumerism are the Elderly and the Practical. Combined, the Elderly, Low risk 


and Practical shopper categories comprise only 15 per cent of potential buyers. 


Source: F. Carruthers (1997), ‘Man’s Final Frontier ... the Shops’, The Australian, 22 July. 


This section of the chapter examines two consumer characteristics that are particularly 
relevant to store choice: perceived risk and shopper orientation. 


Perceived risk 


The purchase of any product involves a certain amount of risk, which may include financial, 
performance, psychological or social consequences. Certain products, because of their 
expense or technical complexity, represent high levels of financial risk. Products closely 
related to a consumer’s public image present high levels of social risk. Table 6.3 shows that 
socks and petrol are low in financial and social risk, while hairstyles and gifts are low in 
financial risk but high in social risk. Other products, such as lawnmowers and car repairs, 
are low in social risk but high in financial risk. Finally, cars and living-room furniture are 
high in both financial and social risk.*? 

The National Heart Foundation’s ‘tick’ campaign has been very effective in helping 
consumers to reduce their perceived risk when purchasing grocery items (see Exhibit 6.3). 
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xhibit 6.3 Offer of a reduction in perceived risk when purchasing groceries 


Has everything on your 
shopping list got a tick? 


Choosing healthy 
food for your family 
should be the easiest thing 
in the world. And thanks — 
to the Heart Foundation 
Tick, itis. 

The Tick is a simple 
guide to help you quickly and 
easily identify healthy foods 


in a variety of categories. 


It can now be foundon = 


over 1000 products covering ~~ 


almost every food on your 
shopping list. 


That’s because many 


food manufacturers have ° 


worked with the Heart 
Foundation to formulate and 


re-formulate their products 


to meet the Tick’s strict ~ 


nutritional guidelines. 


And always remember, oA ae 


the Tick cannot be bought. 


Products must be w= 35 


independently tested and 


pass the Heart Foundation’s 


‘strict guidelines for healthy = 


nutrition before they are = 


accepted. 

The Heart Foundation 
also requires that all Tick foods 
display a nutrition panel so you 
can see just how nutritional the 


food really is. 


But you'll find it’s not just 
ufacturers who are lining 

up to support the Tick. 
Recentresearch indicated 
that 72.8% of main grocery 
buyers believe the Tick to be 
useful and two out of three 
people regularly use it when 


/ § making food choices. 


The bottom line is that 


» the Heart Foundation has 


gone a long way towards 
improving nutrition in the 
dict of most Australians. 
And, the Tick is a guide 
helps people make 
ealthy food choices easily. 
Puc simply, the key to 
lcalthy eating is to enjoy a 
vide variety of foods 
without too much fat. 
Because, while the 
hasis should be on 
ritious foods like rice, 
vegetables, pasta and fruit, 
including a treat on your 
shopping list is also healthy. 
And if that’s exactly 
what you're 


-E doing, you 


F «deservea 


q great big tick. \% 


Table 6.3 also indicates the role of the situation in perceived risk. Wine is shown as low 
in both social and financial risk when consumed at home, but high in social risk when served 
while entertaining. 

The perception of these risks differs among consumers, based in part on their past 
experiences and lifestyles. For this reason, perceived risk is considered a consumer 
characteristic as well as a product characteristic. For example, while some individuals would 
feel no social risk associated with the brand of mountain bike owned, others may well feel 
the risk. 

Like product categories, retail outlets are perceived as having varying degrees of risk. 
Traditional outlets are perceived as low in risk, while more innovative outlets such as direct 
mail or the Internet are viewed as higher in risk.?4 


The above findings lead to a number of insights into retailing strategy, including the 
following: 


>» Non-traditional outlets need to minimise the perceived risk of shopping if they sell items 
with either a high financial or social risk. 


» Telemarketing firms can help to reduce perceived risk by stressing the 1-800 number for 
ordering, free shipment, the availability of 24-hour customer service telephones with 
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L able 6.3 Financial and social risks of various types of products 


Financial risk 


Social risk Low High 

Low Wine (home use) Lawnmower 
Socks Car repairs 
Kitchen supplies Washing machine 
Pens/pencils Insurance 
Petrol Doctor/solicitor 

High Fashion accessories Business suits 
Hairstyles Living-room furniture 
Gifts | Car 
Wine (entertaining) Mountain bike 
Aerobics clothes Ski outfit 


trained assistants, and a 100 per cent satisfaction guarantee. Word of mouth from 
satisfied customers can reinforce these advertised policies. 

» Non-traditional outlets, particularly discount stores, need brand-name merchandise in 
those product categories with high perceived risk. In Australia and New Zealand, Kmart 
is pursuing this strategy as well as trying to upgrade its overall image. Kmart carries 
brand names such as Victa, Bonds, Hoover, Black & Decker etc. 

» Traditional outlets have a major advantage with high perceived risk product lines. These 

lines should generally be their primary strategy focus. Low-risk items can be used to 

round out the overall assortment. These items can be promoted through point-of- 
purchase materials and price discounts. 

Financial risk can be reduced through warranties and similar policies. 

Social risk is harder to reduce. However, a skilled salesforce and known brands can help 

to reduce this type of risk. 


VV 


Shopping orientation 


Individuals go shopping for more complex reasons than simply to acquire a product or set 
of products. Diversion from routine activities, exercise, sensory stimulation, social 
interactions, learning about new trends, and even acquiring interpersonal power (‘bossing’ 
sales assistants) have been reported as non-purchase reasons for shopping.*° The relative 
importance of these motives varies both among individuals and within individuals over time 
as the situation changes. An individual’s shopping style that puts particular emphasis on 
certain activities is called a shopping orientation. 
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Shopping orientations are closely related to general lifestyle, and are subject to similar 
influences. For example, one study found that retail work experience, stage in the household 
life cycle, and income all contribute to predicting shopping orientation.*® 

A number of studies have described commonly held shopping orientations.*’ For 
example, Exhibit 6.4 illustrates four distinct shopping orientations for Australian grocery 
shoppers.*? The opportunities for developing segmented marketing strategies for grocery 
shoppers are clearly reflected in this exhibit. 

Shopping orientation influences both the specific retail outlet selected, and the general 
type of outlet. For example, shoppers who derive little or no pleasure from the shopping 
process itself are prime markets for convenience stores and in-home shopping (catalogues, 
telephone selling and on-line services). Given the valuable strategic insights provided by 
thorough shopping-orientation studies, this method of segmentation will certainly play an 
increasingly important role in retail management. 

Studies have been conducted on Australian grocery shoppers’ orientations, and highlight the 
fact that shoppers can be segmented using a range of factors, including price-consciousness, 
desire for quality, and demand for prepared nutritious meals.*? These types of studies offer 
retailers opportunities to develop marketing strategies to appeal to these different segments. 


Exnivit 6.4 Shopping orientation for Australian grocery shoppers 


1. The Supermarket Lover: very pro-supermarket, enjoys grocery shopping and would love to do more of his or 
her shopping in supermarkets. One in three household grocery shoppers is a Supermarket Lover. 


2. The Price-conscious Shopper: Driven by low prices, more so than other shoppers. Also prefers the quality of 
fresh fruit, vegetables and meat from the local shop rather than the supermarket. 


3. The Elitist: Seeks more of a quality shop atmosphere with expert and friendly staff and good-quality fresh 
products. Price is less important; prefers home cooking using fresh, raw ingredients; ready-to-prepare foods 
have little appeal. 


4. The Ready-to-eater: Prefers easy and ready-prepared meals, to heat and serve at home, as a take-away, or to 
eat out. 


Source: Adapted from Australian Supermarket Institute (1997), The Australian Supermarket Shopper—Attitudes and Behaviour 
1996-97’. 


In-store influences that alter brand choices 


As Figure 6.2 indicates, it is not uncommon to enter a retail outlet with the intention of 
purchasing a particular brand and leave with a different brand or additional items. 
Influences operating within the store induce additional information processing, and 
subsequently affect the final purchase decision. This part of the chapter examines five 
variables that, singly and/or in combination, influence brand decisions inside a retail store: 
point-of-purchase displays, price reductions, store layout, stockout situations, and sales 
personnel. As illustrated in Figure 6.3, each of these influences has the potential to alter a 
consumer’s evaluation and purchase behaviour. 
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S, igure 6.2 Supermarket decisions: two-thirds made in-store 
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Generally 

planned ” 
Substitute a 3 
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07 igure 6.3 In-store influences that impact on evaluation of alternatives, and 
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The nature of unplanned purchases 


The fact that consumers often purchase brands different from, or in addition to, those 
planned, has led to an interest in impulse purchases. Impulse purchases are defined generally 
as purchases made in a store that are different from those the consumer planned to make 
prior to entering the store. 

The term impulse purchase, and even its more accurate substitute, unplanned purchase, 
implies a lack of rationality or alternative evaluation. However, this is not necessarily true.?° 
The decision to purchase Birds Eye peas rather than Watties peas because Birds Eye is on 
sale is certainly not illogical. Nor is an unplanned decision to take advantage of the 
unexpected availability of fresh asparagus. 

If we consider in-store purchase decisions as the result of additional information processing 
within the store, rather than considering these purchases to be random or illogical, far more 
useful marketing strategies will result.7! This approach allows the marketer to use knowledge 
of the target market, its motives, and the perception process to increase sales of specific items. 

A major study of purchasing decisions in supermarkets, sponsored by the US Point-of- 
Purchase Advertising Institute,>* used the following category definitions: 


1. Specifically planned decision. A specific brand or item decided on before visiting the 
store, and purchased as planned. 

2. Generally planned decision. A pre-store decision to purchase a product category such as 
vegetables, but not the specific item. This decision could also be the intention to buy a 
generic product (e.g. toothpaste) without specifically looking for any particular brand 
(e.g. Colgate). 

3. Substitute decision. A change from a specifically or generally planned item to a 
functional substitute. 

4. Unplanned decision. An item bought that the shopper did not have in mind when 
entering the store. 

5. In-store decisions The sum of generally planned, substitute, and unplanned purchases. 


Table 6.4 illustrates the extent of purchasing decisions that are not specifically planned. It 
reveals that consumers make many brand decisions after entering the store. Therefore, market- 
ing managers must not only strive to position their brands in the target market’s evoked set, 
they also must attempt to influence the in-store decisions of their potential consumers. Retailers 
must not only attract consumers to their outlets, but should also structure the purchasing 
environment in a way that provides maximum encouragement of unplanned purchases. 

In-store marketing strategies are particularly important for product categories characterised 
by very high rates of in-store purchase decisions. For example, personal grooming supplies (88 
per cent purchased as a result of in-store decisions) and snack foods (83 per cent in-store 
decisions) represent major opportunities. In contrast, soft drinks, alcoholic beverages and baby 
food represent less opportunity for in-store marketing strategies. 

Some of the variables that manufacturers and retailers can alter to influence in-store 
decisions will now be described. 


Point-of-purchase displays 


Point-of-purchase (POP) displays are common in the retailing of many products, and the 
impact that these displays have on brand sales is often enormous. Figure 6.4 (see p. 6.16) 
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provides an indication of this impact for juice and cereal. Note the impact that product type 
has on the effectiveness of POP material. Although the sales impact of displays and 
advertisements varies widely between product classes and between brands within a product 
category, there is generally a strong increase in sales when displays are used.>> Exhibit 6.5 
presents two examples of the effective use of POP displays. 


rf able 6.4 Shopper purchase behaviour 


Specifically Generally In-store 
Product planned (%) planned (%) + Substituted (%) + Unplanned (%) = decisions 
Total study average 34 10 | Sf. 66 
Grooming 26 9 = 65 74 
Magazines/newspapers 12 3 1 84 88 
Oral hygiene products 26 3 57 75 
Snack foods 6 10 5 68 83 
Proprietary remedies 34 5 3 58 66 
Tobacco products 42 3 1 54 58 
Baby foods 51 11 = 37 49 
Detergents 38 6 6 50 62 
Apparel Ze 3 4 71 76 
Cereal a2 9 A 35) 68 
Soft drinks Al 9 4 45 59 
Alcoholic beverages, mixers 42 11 3 44 58 
Fruit, vegetables 46 8 = 46 54 
Dairy products 43 10 2 45 57 


Source: Point-of-Purchase Advertising Institute (1987), 1987 POPAI Consumer Buying Habits Study, POPAI, Englewood, N.J. 


When effective in-store display is combined with advertising, the results can be greater 
than the sum of the two individually. In other words, there is often a synergetic interaction 
occurring when both in-store displays and advertising are used in combination. Companies 
are using a range of more elaborate and interactive point-of-purchase displays to attract 
consumers’ attention in-store. Also, more and more manufacturers are using supermarket 
trolley advertising to reach consumers right at the final point of purchase, placing 
advertising signs on the inside front and outside front of shopping trolleys. 


Price reductions and promotional deals 


Price reductions and promotional deals (discounts and gifts) are almost always accompanied 
by the use of some point-of-purchase materials. Therefore, the relative impact of the 
reductions or promotions on their own is sometimes unclear. Nonetheless, there is sufficient 
evidence that in-store price reductions affect brand decisions. The general pattern is a sharp 
increase in sales when the price is first reduced, followed by a return to near-normal sales 
over time, or after the price reduction ends.** 
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5, igure 6.4 Impact of advertising and point-of-purchase displays on sales of 
juice and cereal 
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Source: Point-of-Purchase Advertising Institute (1987), 1987 POPAI Consumer Buying Habits Study, POPAI, Englewood, N.J. 


xhibit 6.5 POP marketing efforts to attract consumers’ attention 


Kodak’s Disc Camera was launched with a rotating display unit that presented the disc story to the consumer 
without the need for salesperson assistance. In addition to the display unit, the POP program included 
merchandising aids, sales training and meetings for retail store personnel, film display and dispenser units, giant 
film cartoons, window streamers, lapel buttons, and cash register display cards. 


Clarins has developed an interactive computer as a POP device for its cosmetics line. Consumers interact with the 
unit by answering a series of multiple-choice questions on hair colour, skin tone and so on. The computer then 
provides information which helps the consumer to select the correct cosmetic. 


Sales increases in response to price reductions come from four sources:°° 


1. Current brand users may buy ahead of their anticipated needs (stockpiling); and 
stockpiling often leads to increased consumption of the brand, since it is readily available. 

2. Users of competing brands may switch to the reduced-price brand. These new brand 
buyers may or may not become repeat buyers of the brand. 
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3. Non-product category buyers may buy the brand because it is now a superior value to 
the substitute product, or to ‘doing without’. 
4. Consumers who do not normally shop at the store may come to the store to buy the 


brand. 


Therefore, consumer response to price reductions is complicated. Further, consumer 
response offers differing advantages to the retailers and the manufacturer. 

Not all households respond in the same way to price reductions and deals. Available 
evidence suggests that households with ample resources (those with a strong financial base 
rather than a high income) are more likely to take advantage of deals than are other 
households.*° Stores oriented towards financially established consumers can anticipate a 
strong response to price reductions and other promotional deals. Similarly, products subject 
to stockpiling by consumers (non-perishables) exhibit more price elasticity than do 
perishable products—in other words, consumers will respond to price changes for products 
that are non-perishable.?’ 


Store layout 


The location of items within a store has an important influence on the purchase of both 
product categories and brands. Typically, the more visibility a product receives, the greater 
the chance that it will be purchased.*® 

For example, a chain of grocery stores altered its standard store layout format when it 
acquired an odd-shaped property for a new store. The main change involved moving the 
delicatessen section, normally located near the meat section at the rear of the store, to a 
heavy-traffic area near the front of the new store. The impact was unexpected. The 
delicatessen section accounted for 7 per cent of the store’s sales, rather than the normal 2 
per cent. This increased profits, as the delicatessen items averaged 35 per cent gross margin, 
compared to 10 per cent gross margin for most other items in the store. The chain now 
began using the new layout for all future stores, because of its dramatic effect on consumer 
purchase patterns and store profits.°? 


Store atmosphere 


While a store’s layout has an influence on the traffic flow through the store, the store 
atmosphere or internal environment affects the shopper’s mood, and willingness to visit and 
linger. Atmosphere is influenced by such features as lighting, layout, presentation of 
merchandise, fixtures, floor coverings, colours, sounds, odours and dress and behaviour of 
sales personnel, and the number, characteristics and behaviour of other customers. 

An example of the impact of store atmosphere was presented in Chapter 2 (see Table 2.2). 
This table showed how fast-tempo music decreased, and slow-tempo music increased, the 
amount of time restaurant patrons spent in the restaurant, the per-table consumption of bar 
beverages, and the gross margin of the restaurant.*° 

Most of the factors that influence store atmosphere are under the control of management, 
and should therefore be carefully considered in order to improve profitability. Techniques 
that could be used to create an appropriate store atmosphere include the following: 


» Painting bright-coloured interior walls beige, and installing a neutral-coloured carpet. 
Rainbow hues and patterns may look very good as a backdrop, but they detract from 
the merchandise. 
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» Rejecting long, supermarket-style aisles in favour of short aisles in a honeycomb-maze 
arrangement. This way, shoppers keep encountering aisle-ends, or ‘windows’, in retail 
jargon, that are eye-catching places to display products. 

» Installing more interior walls. This helps to organise products by category, while 
boosting available display space by as much as 25 per cent.*! 


Stockouts 


A stockout occurs when the store is temporarily out of a particular brand or product, and 
may affect consumer purchase decisions. The consumer must decide between buying the 
same brand but at another store, switching brands, delaying the purchase and buying the 
desired brand on the next trip to the store, or going without the purchase altogether. In 
addition, the consumer’s verbal behaviours and attitudes may change. Table 6.5 summarises 
the impact of a stockout situation.** None of the likely outcomes is particularly favourable 
for the original store or brand. Therefore, effective distribution and inventory management 
are critical for both manufacturers and retailers. 


L able 6.5 Impact of a stockout situation 


I Purchase behaviour 


A. Purchasing a substitute brand or product at the original store. The substitute brand/product may or may 
not replace the regular brand in future purchases. 


B. Delaying the purchase until the brand is available at the original store. 
Forgoing the purchase entirely. 


D. Purchasing the desired brand at a second store. Either all of the items initially desired, or the stockout items 
only, may be purchased at the second store. The second store may or may not replace the original store 
on future shopping trips. 


I Verbal behaviour 
A. The consumer may make negative comments to peers about the original store. 
B. The consumer may make positive comments to peers about the substitute store. 
C. The consumer may make positive comments to peers about the substitute brand/product. 


Ill Attitude shifts 
A. The consumer may develop a less favourable attitude towards the original store. 
B. The consumer may develop a more favourable attitude towards the substitute store. 
C. The consumer may develop a more favourable attitude towards the substitute brand/product. 


i ee eee 


The behaviour a shopper engages in will depend on his or her loyalty to the out-of-stock 
brand, the store, and the shopping situation. Figure 6.5 outlines common negative responses 
to stores that are frequently out of advertised specials. 
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C7 igure 6.5 Shopper behaviour in response to frequent stockouts 
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Source: Adapted from A Study of Consumer Response to the Availability of Specials, National Technical Information Service, US 
Department of Commerce (B80-128507). 


Sales personnel 


Sales personnel can have a major impact on consumer purchases. In fact, many department 
stores are placing increased emphasis on training their salesforces effectively. A study by the 
Australian Supermarket Institute of the shopping habits and attitudes of consumers found 
that courteous and friendly staff were among the most important reasons for deciding where 
to shop for food.* 

For most low-involvement decisions, self-service is predominant. But as purchase 
involvement increases, the likelihood of interaction with a salesperson also increases. Most 
studies of effectiveness in sales interactions have focused on high-involvement purchases 
such as insurance, cars and industrial products. 

There is no simple explanation for effective sales interactions. However, we do know that 
the effectiveness of the sales effort is influenced by the interactions of: 


» the salesperson’s resources 
> the nature of the customer’s buying task 
» the customer-salesperson relationship** 


Therefore, specific research is required for each target market and product category in 
order to determine the optimal personnel selling strategy. 


Purchase 


Once the brand and the store have been selected, the consumer must complete the 
transaction. This involves what is normally called ‘purchasing’ the product. Traditionally, 
this involved giving money to acquire the rights to the product. However, Australian 
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consumers already have access to electronic methods of payment such as EFTPOS. And 
several Australian organisations have recently launched ‘e-commerce’ (electronic commerce) 
systems, which provide various security measures for electronic shopping, to ensure safe 
transactions. For example, Telstra’s SureLink is an electronic payment system that links 
directly to existing EFTPOS networks to allow businesses and consumers to buy products 
and services across the Internet. 

Credit also still plays a major role in consumer purchases in Australia and New Zealand. 
Without credit, a great many purchases simply could not be made. The use of credit cards 
such as Bankcard, Visa, MasterCard, Diner’s Club, and American Express, store charge 
cards such as Myer and David Jones, and company cards such as GM card and Telstra card, 
is providing an increasingly popular way of financing a purchase decision. 

Of course, credit is not only a means to purchase a product; it is a product itself. The 
decision to purchase a relatively expensive item may trigger problem recognition for credit. 
Since a variety of forms of credit are available, the decision process may have to be repeated 


for this problem. 


Sammary 


Most consumer products are acquired through some form of a retail outlet. Consumers must select 
outlets as well as products. There are three general ways these decisions can be made: simultaneously; 
item first, outlet second; or outlet first, item second. Both the manufacturer and the retailer must be aware 
of the decision sequence used by their target market, as this will have a major impact on their 
marketing strategy. 

The decision process used by consumers to select a retail outlet is the same as the process described 
in Chapters 3, 4 and 5 for selecting a brand. The only difference is in the nature of the evaluative criteria 
used. The store’s image and the type and amount of retail advertising often exert important influences as 
evaluative criteria. The major dimensions of store image include merchandise, service, clientele, physical 
facilities, convenience, promotion and store atmosphere. Outlet location is an important attribute for 
many consumers, with closer outlets being preferred over more distant ones. Larger outlets are generally 
preferred over smaller outlets. These variables have been used to develop retail gravitation models, which 
can predict the market share of competing shopping areas with reasonable accuracy. 

Shopping orientation refers to the general approach a consumer takes to acquiring both brands and 
non-purchase satisfaction from various types of retail outlets. Knowledge of a target market's shopping 
orientations for a product category is extremely useful when structuring retailing strategy. 

While in a store, consumers may often purchase a brand or product that differs from their plans 
made before entering that store. Such purchases are referred to as impulse or unplanned purchases, and 
the decisions can be the result of additional information processing induced by in-store stimuli. Such 
variables as point-of-purchase displays, price reductions, store layout, sales personnel, and brand or 
product stockouts can have a major impact on sales patterns. 

Once the outlet and brand have been selected, the consumer must acquire the rights to the item. 
Increasingly, this is involving the use of credit—particularly the use of credit cards. Also, major 
purchases often require the consumer to make a second purchase decision: ‘What type of credit shall 
| buy to finance this purchase?’. 
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Key terms 


concessions shopping orientation 
retail outlet point-of-purchase displays 
outlet image price reductions 

price advertising stockpiling 

spillover sales store layout 

retail attraction/retail gravitation model store atmosphere 
perceived risk stockout situations 
financial risk impulse purchases 

social risk 


Websites 


You may want to visit some of the Websites of these organisations for more information about their 
products and services: 


Australian Competition and Consumer Commission http://www.accc.gov.au 


Coles Myer http://www.colesmyer.com.au 
David Jones http://www.davidjones.com.au 
Kmart http://www.kmart.com 

Levi Strauss http://www.levistrauss.com 
New Zealand Ministry of Commerce http://www.moc.govt.nz/cae 


Review questions 


1. The consumer faces the problem of both what to buy and where to buy it. How do these two types 
of decisions differ? 

How does the sequence in which the brand/outlet decision is made affect the brand strategy? The 
retailer strategy? 

What is store image, and what are its dimensions and components? 

Describe the impact of retail advertising on retail sales. 

What is meant by the term spillover sales? Why are these sales important? 

What are the primary price-advertising decisions confronting a retailer? 

How do the size of and distance to a retail outlet affect store selection and purchase behaviour? 
Describe the model of retail gravitation presented in the chapter. 

How is store choice affected by the perceived risk of a purchase? 

What is meant by social risk? How does it differ from financial risk? 

What is a shopping orientation? 
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Describe the shopping orientations of most: 

a. Grocery shoppers. b. Clothes shoppers. 

What is meant by an in-store purchase decision? Why is it important? 

Once the consumer is in a particular store, what in-store characteristics can influence brand choice? 
Give an example of each. 

What can happen in response to a stockout? 

What factors determine the effectiveness of a salesperson? 

What is meant by store atmosphere? 

What role does the method of payment play in the final implementation of a purchase decision? 


Licenses questions 


How would you evaluate the image of a retail outlet? 

Does the image of a retail outlet affect the image of the brands it carries? Why/why not? 

How are social and financial risks likely to affect three different buyer types for the following 
products? Will either type of risk affect store choice? If so, in what way? 


a. A mountain bike. d. Toothpaste. 
b. A birthday present. e. Snow skis. 
c. Legal services. f. A sports coat. 


What in-store characteristics could retailers use to enhance the probability of purchase by individuals 
who visit a store? Describe each factor in terms of how it should be used, and describe its intended 
effect on the consumer, for the following products: 


a. Toothpaste. d. Magazines. 

b. Snow skis. e. Dessert at a restaurant. 

c. Lemons. f. Financial planning software. 

What type of store atmosphere is most appropriate for each of the following store types? Why? 
a. Bicycle outlet. d. Discount grocery store. 

b. Inexpensive furniture store. e. Pet store. 

c. Expensive furniture store. f. Book store. 


How would a price reduction on a brand affect the retailer and the manufacturer? 

Retailers often engage in ‘loss-leader’ advertising, in which a popular item is advertised at or below 
cost. Does this make sense? Explain your answer. 

How do you respond to a stockout of your preferred brand of the following products? What factors 
other than product category influence your response? 


a. Milk. d. Soft drink. 
b. Mouthwash. e. Perfume/after-shave lotion. 
c. Deodorant. f. Socks. 


What percentage of your purchases are ‘unplanned’? Do you consider your unplanned purchases to 
be ‘irrational’? 
What are the marketing-strategy implications of: 


a. Table 6.2? e. Table 6.5? 
b. ‘Table 6.3? f. Exhibit 6.4? 
c Figure 6.1? g. Figure 6.2? 
d. Exhibit 6.2? h. Figure 6.4? 


What potential impact will electronic commerce have on outlet selection and purchase? 


10. 


1 N. Shoebridge (1996), ‘Levi Lays Down the Law’, 
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Project questions 


Pick a new residential area in your city and develop a gravitational model for (a) nearby supermarkets, 
and (b) shopping centres. Conduct telephone surveys to test the accuracy of your model. 

Develop a questionnaire to measure the image of: 

a. Men’s clothing stores. d. Catalogues. 

b. Women’s clothing stores. e. Convenience stores. 

c. Discount stores. f. Bicycle stores. 

Have other students complete the questionnaires from Project Question 2 for three or four 
competing outlets. Discuss the marketing implications of your results. 

For several of the products listed in Table 6.4, interview several students not enrolled in your class, 
and ask them to classify their last purchase as specially planned, generally planned, substitute, or 
unplanned. Then combine your results with those of your classmates to obtain an estimate of student 
behaviour. Compare student behaviour with the behaviour shown in Table 6.4, and discuss any 
similarities or differences. 

Arrange with a local retailer (convenience store, chemist, etc.) to install, temporarily, a point-of- 
purchase display. Then set up a procedure for unobtrusively observing the frequency of evaluation 
and selection at the display. 

Visit three retail stores selling the same type of merchandise and prepare a report on their use of POP 
displays. 

Interview the manager of a chemist, department store or supermarket about their views on POP 
displays and price advertising. 

Answer Discussion Question 8 using a sample of 20 students. 

Determine through interviews the general shopping orientations of students on your campus. What 
are the marketing implications of your findings? 

Visit some of the following retail Websites. Write a brief report on how these retail outlets compare 
with conventional retail outlets. 

David Jones http://www.davidjones.com.au 

Amazon’s bookstore _ http://www.amazon.com 


coo oD 


Woolworths http://www.woolworths.com.au 
Coles Myer http://www.colesmyer.com.au 
Gleebooks http://www.gleebooks.com.au 
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| Bhhaee year, hundreds of products, from toys to appliances and household products, are 
recalled by their manufacturers. Around 350 such recalls took place in Australia during 
the 1995/96 financial year. Examples of product recalls included toys likely to break into 
pieces small enough to be swallowed and thus cause harm to children; chocolate 
confectionery and cans of baby foods containing small, sharp plastic fragments; a four- 
wheel-drive car exhibiting a stress crack in its frame; a gas cigarette lighter that failed to 
extinguish; unsafe swimming vests; and chicken products linked to cases of food poisoning. 
The year 1995 was particularly grim, with the Garibaldi Foods poisoning epidemic claiming 
the life of a young girl and making many more children sick. In 1996/97, peanut butter 
made the news because of a related case of food poisoning, while one of Australia’s most 
popular snack foods was recalled because fine wire had been found in some packs. 

According to a spokesperson for the Australian Consumers’ Association, ‘Consumers 
expect purchases to be safe to use, safe to eat and safe to enjoy—frequently they are not.’ 
Understandably, consumers have expressed alarm at this trend, and calls have been made for 
increased safety and for more testing of goods. The Federal Bureau for Consumer Affairs, 
meanwhile, believes those numbers represent only a fraction of the problem, since recalls are 
not compulsory and many faulty products remain unreported as a result.! 

There is evidence that this phenomenon is widespread: a 1994 study commissioned by The 
Society of Consumer Affairs Professionals in Business Australia Inc. (SOCAP) into the handling 
of consumer complaints in Australia found that 57 per cent of the households surveyed had 
experienced at least one problem with the 23 products or services included in the study. Most 
of these households also reported difficulties with complaining about these problems.” 

This illustrates the critical importance of postpurchase processes. Some of the Australian 
manufacturers involved in the product recalls probably suffered huge losses mainly because 
of their insufficient attention to customer satisfaction—this is the result of the customer’s 
evaluation of both the product and the purchasing process. This chapter focuses on those 
critical activities, outlined in Figure 7.1, that occur after a consumer makes a purchase. 


Postpurchase dissonance 


Try to recall the last time you made an important purchase, for which you had to consider 
a variety of alternatives that differed in terms of the attributes they offered. Perhaps it was 
a decision such as selecting a flat close to the campus, thus saving on travelling time and 
cost, or one further away but where some of your friends lived, or one better located in 
terms of access to the beach or parks. Immediately after committing yourself to one 
alternative or the other, you probably wondered if you had made the right decision, or if you 
should have done something else. 

This is a very common reaction after making a difficult, relatively permanent decision. 
Doubt or anxiety of this type is referred to as postpurchase dissonance.2 

Figure 7.1 indicates that some, but not all, consumer purchase decisions are followed by 
postpurchase dissonance. The probability that a consumer will experience postpurchase 
dissonance, as well as the magnitude of such dissonance, is a function of: 


» The degree of commitment or irrevocability of the decision. The harder it is to alter the 
decision, the more likely the consumer is to experience dissonance. 

» The importance of the decision to the consumer. The more important the decision, the 
more likely it is that dissonance will result. 
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| igure 7.1 Postpurchase consumer behaviour 


Consumer 
complaints 


Postpurchase 
dissonance 


Purchase Usage Evaluation Repurchase 


Product 
disposal 


> The difficulty of choosing among the alternatives. The more difficult it is to select from 
among the alternatives, the more likely the experience of dissonance, and the greater its 
magnitude. 

Decision difficulty is a function of the number of alternatives considered, the number 
of relevant attributes associated with each alternative, and the extent to which each 
alternative offers attributes not available with the other alternatives. 

> The individual’s tendency to experience anxiety. Some individuals have a higher 
tendency to experience anxiety than do others. The higher the tendency to experience 
anxiety, the more likely it is that the individual will experience postpurchase 
dissonance. 


Dissonance occurs because making a relatively permanent commitment to a chosen 
alternative requires the person making the decision to give up the attractive features of the 
unchosen alternatives. This is inconsistent with the desire for those features. Habitual, and 
most limited, decision making will not produce postpurchase dissonance, since the consumer 
will not consider any attractive features in an unchosen brand that do not also exist in the 
chosen brand. For example, a consumer who has an evoked set of four brands of coffee 
could consider them to be equivalent on all relevant attributes except price and, therefore, 
will always purchase the least expensive brand. Such a purchase would not produce 
postpurchase dissonance. 
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Because most high-involvement purchase decisions involve one or more of the factors that 
lead to postpurchase dissonance, these decisions are often accompanied by dissonance. And, 
since dissonance is unpleasant, consumers generally attempt to reduce it. 

The consumer may utilise one or more of the following approaches in order to reduce 
dissonance: 


» increasing the desirability of the brand purchased 
» decreasing the desirability of the rejected alternatives 
» decreasing the importance of the purchase decision 


While postpurchase dissonance may be reduced by internal re-evaluations, searching for 
additional external information that serves to confirm the wisdom of a particular choice is 
also a common strategy. Naturally, information that supports the consumer’s choice acts to 
bolster confidence in the correctness of the purchase decision. 

The consumer’s search for information after the purchase means that advertising and 
follow-up sales efforts can play a large role. To build customers’ confidence in choosing their 
brands, many manufacturers design advertisements for recent purchasers, in the hope of 
helping to reduce postpurchase dissonance. Also, after-purchase surveys not only provide 
information to the manufacturers or providers of services, they also help to assure customers 
that they have made a wise purchase. 


Product use 


Most consumer purchases involve habitual or limited decision making, and therefore arouse 
little or no postpurchase dissonance. Instead, the purchaser or some other member of the 
purchasing unit uses the product without first worrying about the wisdom of the purchase. 
And, as Figure 7.1 shows, even when postpurchase dissonance occurs, it is still generally 
followed by product use. 

Observing consumers as they utilise products can be an important source of new product 
ideas. However, almost all consumer-observation research is conducted in an artificial 
setting, or with the consumer’s permission. As a result, few non-standard product uses are 
observed. 

Many firms attempt to obtain relevant information on product usage via surveys, using 
standard questionnaires or focus groups. Such surveys can lead to new-product 
development, indicate new uses or markets for existing products, or indicate appropriate 
communications themes. For example, what product feature, and which communications 
themes, are suggested by Figure 7.2? 


Packaging 


Understanding how products are used can also lead to more effective packaging. For 
example, Table 7.1 summarises the level of dissatisfaction with the packaging of various 
products. Because this type of dissatisfaction occurs at the time of use, it is difficult for 
marketers to monitor. To solve such a problem, the marketer has to understand how the 
product and package are used. Manufacturers can use their understanding of consumers’ 
use-related problems, and position their products to provide an answer. Firms as diverse as 
pharmaceutical companies, dairy foods producers and household-products manufacturers 
have responded to usage problems (for an example, see Exhibit 7.1 on p. 7.6). 
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S, igure 7.2 Product-usage index for VCRs, microwaves and personal computers 


Use 

Rental video Ph 0 
« Record a show to view later ie 4.2 
= Record show while watching another e 0.3 

Watch previously recorded show Pe ane 27, 

Reheat food as See i 
& 
09] 
S Defrost food ee 1.6 
yy 
S Boil water (for coffee) aaa 71 
{e) 
S Cook food Pe 2.6 
= 

Cook frozen food ee 23 
_ | Word processing a eee Ez 
& | Spreadsheets a Ee 
8 | cames aw 1.8 
S 
& . 
S Bookkeeping 0.1 
ic) 
= Communication (modem) Pd 1.1 

| | | | | | | | | 
0 1 2 | 4 5 6 7 8 9 10 11 IZ 


Source: Adapted from S. Ram and H. J. Jung (1990), ‘The Conceptualization and Measurement of Product Usage’, Journal of the Academy of 
Marketing Science, Winter, pp. 67-76. 


7 able 7.1 Percentage of consumers with product-use problems resulting from 


packaging 

Product % dissatisfied Product % dissatisfied 
Luncheon meat re Noodles 49 
Bacon 76 Lipstick | 47 
Flour 65 Nail polish 46 
Sugar 63 Crackers 44 
Ice cream 57 Honey 44 
Potato chips 53 Frozen seafood 40 
Biscuits 51 Nuts 39 
Detergents 50 Cooking oil 37 
Fresh meat 50 


Tomato sauce 34 


Source: Adapted from Bill Abrahms (1982), ‘Packaging Often Irks Buyers, but Firms Are Slow to Change’, The Wall Street Journal, 29 January, p. 23. 
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xhibit 7.1 Example of a user-friendly product 


__ Fat-free Danone Dict Lite Plus. The : . 
©) its own spoon inside so you can:c1 ime, anywhere. 


Regional use behaviour 


Use behaviour can vary regionally. For example, there are major regional variations for the 
ways tea is consumed—with or without milk, with or without sugar, in a mug or in a cup 
and so on. Hence, a tea marketer may find it worthwhile to prepare regional versions of the 
major advertising theme in order to reflect regional usage patterns. 


Multiple uses, multiple products 


In addition, if the product can fulfil several uses, this can become a competitive advantage. 
Retailers can also take advantage of the fact that the use of one product may require or 
suggest the use of other products. Consider the following product ‘sets’: houseplants and 
fertiliser; boats and life jackets; cameras and carrying cases; dresses and shoes. In each case, 
the use of the first product is made easier, more enjoyable, or safer by the use of the related 
product. Retailers can promote such items jointly, or train their sales personnel to make 
relevant complementary sales. However, to do so requires a sound knowledge of how the 
products are actually utilised. 

Increasingly stringent product-liability laws are forcing marketing managers to examine 
how consumers use their products. These laws have made firms responsible for harm caused 
by product failure not only when the product is used as specified by the manufacturer, but 
also for any reasonably foreseeable use of the product. For example, a toy manufacturer 
voluntarily recalled, at a substantial cost, its very successful stuffed seal sold on Kangaroo 
Island. The reason was the danger of children choking after swallowing the seal’s nose, 
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which could be pulled off. Both C. A. Toys and Mattel have been involved in similar recalls 
in recent years. The manufacturer must therefore design products with both the primary 
purpose and other potential uses in mind. This requires substantial research into how 
consumers actually use the products. Exhibit 7.2 shows that product recalls occur in other 
categories of products as well, as noted in the introduction to this chapter. 


E xmivis 7.2 Incidence of product recall (1986-28/2/1997)4 


Product 


(to end 
Feb. ’97) 


type 86/87 87/88 88/89 89/90 90/91 91/92 92/93 93/94 94/95 95/96 96/97 Total 


Medical 79 111 116 153 144 145 92 87 101 121 84 
Vehicles 29 65 42 46 48 46 40 35 45 71 58 
Toys 2 6 6 10 9 7 4 6 14 29 12 
Electrical 

goods 9 13 18 8 8 Dis: 13 14 17 13 
Food 5 7. 5 15 8 23 17 32 35 39 25 
Other 75 24 32 16 37 34 33 48 40 Ta By. 


Total 199 226 219 248 254 278 199 122 252 350 225 


Unfortunately, there are few published accounts of how products are actually used. 
Marketing managers generally have to develop usage data for their own specific product 
categories. 


Disposal 


Disposal of the product or the product’s container may occur before, during or after product 
use. For products completely consumed, such as an ice-cream cone, no disposal may be 
involved. 

Australia’s per-capita waste production is estimated to be among the top three in the 
world. Landfills are rapidly being filled. Environmental concerns about dioxins, lead and 
mercury are growing. Clearly, disposal is a major concern for marketers.° 

Tonnes of product packages are disposed of every day. These containers are thrown away 
as garbage or litter, used in some capacity by the consumer, or recycled. Creating packages 
that use a minimal amount of resources is important for economic reasons, as well as being 
a matter of social responsibility. Producing containers that are easily recyclable or that can 
be reused also has important consequences beyond social responsibility. Certain market 
segments consider the recyclable nature of the product container to be an important product 
attribute. During the alternative-evaluation stage, these consumers anticipate disposal of the 
package as an attribute of the brand. Ease of disposal can therefore be used as a marketing- 
mix variable in an attempt to capture certain market segments. 


1 233 
525 
105 


145 
211 
453 
2672 
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Marketers are beginning to respond to consumers’ concern that packaging should be 
recyclable. Supermarkets, and other retailers such as the Body Shop, encourage their 
consumers to bring their own plastic bags or to use canvas or paper alternatives. Procter & 
Gamble aims to recycle paper in 80 per cent of its product packaging, and is packaging some 
liquid detergents in containers made from recycled packages. Likewise, many BP service 
stations in Australia are equipped with large bins in order to collect telephone books for 
recycling purposes. Even toys are now made of biodegradable plastic! The craze that 
resulted from the launch of Cadbury’s Yowie chocolates, which come complete with 
collectable biodegradable toys to make children aware of environmental issues, shows the 
chord which environmental appeals have struck for most consumers.® 

The advertisements in Exhibit 7.3 give examples of the organisational efforts made in 
relation to this issue, and demonstrates the opportunities that have been pursued by 
environmentally aware producers. In the case of the Publishers National Environmental 
Bureau, it is a whole industry, rather than an individual firm, that has taken on the recycling 
challenge. 


xhibit 7.3. Using environment issues in advertisements 


AFTER DESIGNING Our new sculprurec 


Thanks to you, 
our paper doesn’t 
Just grow on trees. 


OUR STYLISH NEW BOTTLE, 


WE THOUGHT THERE 
WAS ON LY ONE WAY TO bur to make sure pur i Oe rashes 
IMPROVE UPON IT. eel, 


Wib a gptek puste down. at 
3 i 


empry Eyiae bortl reduces to 3 


quarter of us original size, so it 
tikes up less space as ip waits to 
be recyeled. And with a for less 
PET than standard PET borles i 
Saves Git resources 100. 


So nos, when you big: Fein, 


Thanks to your commitment to kerbside recycling, work and keep putting out your old newspapers 


we're using Australian made newsprint with a and magazines for collection in accordance with 


recycled content of up to 40%. That means a your Council's requirements. It's definitely not a 


better environment through less use of energy waste of energy. For your free brochure and 


and landfill, and fewer green- poster, fax/send your mail 
house gases. It also helps details to 02 9262 6767 or 
Australia achieve an overall newspaper ly GPO Box 5359 Sydney 2001. Or visit our 


recycling rate of 57%. So keep up the good website at: http://www.pneb.com.au/~paper 


PUBLISHERS NATIONAL ENVIRONMENT BUREAU 


For many product categories, a physical product continues to exist even though it may no 
longer meet a consumer’s needs. A product may no longer function physically (i.e. fulfil its 
instrumental function) in a manner desired by a consumer. Or it may no longer provide the 
symbolic meaning desired by the consumer. A car that no longer runs is an example of a 
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product ceasing to function instrumentally. A car whose owner decides it is out of style no 
longer functions symbolically (for that particular consumer). In either case, once a replacement 
purchase is made (or even before the purchase), a disposal decision must be made. 

Figure 7.3 illustrates the various alternatives for disposing of a product. The three basic 
decisions to choose between are keeping the product, getting rid of it temporarily, or getting 
rid of it permanently. The method of disposal chosen varies dramatically across product 
categories. For example, in almost 80 per cent of cases, a used toothbrush is thrown away, 
but fewer than 12 per cent of stereo amplifiers are disposed of in this manner.’ 


07 igure 7.3 Product-disposal alternatives 


Product 


Get rid of it 
temporarily 


Get rid of it 
Keep it permanently 


Use it to Convert it to 


serve original serve new Store it Rent it Lend it out 


purpose purpose 


’ : 


Throw it Give it Trade Sell 
away away it it 
To be To be Direct to Through To 
(re)sold used consumer middleman middleman 


Source: J. Jacoby, C. K. Berning and T. F. Dietvorst (1977), ‘What about Disposal?’, Journal of Marketing, April, p. 23. 
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Unfortunately, very little is known about the relationship between particular disposal 
methods, and the demographic or psychological characteristics of the individuals who tend 
to select them. It appears that situational variables such as the availability of storage space, 
the current needs of friends, the availability of recycling or charitable organisations, and so 
forth, may be the primary determinants of disposal behaviour. There are also considerable 
variations across countries. The Japanese, for instance, tend to throw away stereo and 
electronic equipment if a new model has been purchased. 


Product disposal and marketing strategy 


Why should a marketing manager be concerned about the disposal of a used product? The 
primary reason is that disposal decisions affect the purchase decisions of both the individual 
making the disposal, and other individuals in the market for that product category. 

There are three major ways in which disposal decisions can affect a firm’s marketing strategy. 
First, disposal sometimes has to occur before the acquisition of a replacement because of 
limitations of physical space or money. For example, because of a lack of storage space, a family 
living in a unit may find it necessary to dispose of an existing bedroom suite. Or a student may 
need to sell his or her current bicycle in order to raise additional funds to pay for a new bicycle. 
If consumers experience difficulty in disposing of the existing product, they may become 
discouraged, and withdraw from the purchasing process. Therefore, it is to the manufacturer’s 
and retailer’s advantage to assist the consumer in the disposal process. The trade-in offer can be 
initiated for quite different products, from computer printers to shavers (see Exhibit 7.4). 


xhibit 7.4 Trade-in offers: Advertisements offering help with disposal 


Philishave 


$2,000 Trade-in 


TRADE-UP TO — 
FAST COLOUR PRINTING Now 


YES, you'll receive an instant rebate ofup Or receive a $1,500 Instant Robate taward 
to'S2,000 when vou trade-in: your.old : the purchase of a‘Phaser:350:withall the — - 
monochrome Jasor printer or.colour ink- black ink. you can print for free,and — 
jet printer (condilions apply): --=colour for only 10 cents. a typical colour fer 
: é ‘ page. The Phaser.350 is the world’s fastest 
Now: that Tektronix has taken the’cost out desktop colour printer. witha record 
of colour, your monochrome laser printer breaking 6 pages por minute. And, with a> = 
and colour ink-jet printer are heading for tecommended price of $6,495; it’s the 
obsolescence. But fora limited time, you most competitive in:its class by fan 
“can get'a'$2,000 Instant Rebate toward the : ae Oty ies 
purchase of a ‘Tektronix Phaser 550. With Call us now:on FREECALL 1800 8111 
anastounding 14 monochrome pages:per = - ‘Tektronix Australia Pty Limited : 
"- aninute and 9 colour pages per minute, ACN 008 433.681 ie 
you'll agree that-the best black and white ©: 80 Waterloo Road |. : 
anisindacta : es e North: Ryde: NSW:2113. 


2: Philishaves Philishaye, the world’s biggest sellin 
3. Ofer only a; tain mon 
+ Specttic datazs provided on the “Program Overview". afé , 
4. Toktronix reserves the right to mocity or cance! this program without notics. S etn 
* Manufacturers recommended price including sales tax before Instant Rebate : 
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Second, frequent decisions by consumers to sell, trade or give away used products may 
result in a large used-product market, which can reduce the market for new products. A 
manufacturer may decide to enter such a market by buying used products, or taking trade- 
ins and repairing them for the rebuilt market. This is common for motor-car parts such as 
engines and, to a lesser extent, for vacuum cleaners. 

A third reason for concern with product disposal is the fact that Australia and New 
Zealand are not ‘throwaway’ societies overall. Many Australians and New Zealanders 
continue to be very concerned with waste, and how their purchase decisions affect waste. 
Such individuals might be willing to purchase, for example, a new vacuum cleaner, if 
they were confident that the old one would be rebuilt and resold. However, they might 
be reluctant to throw their old vacuum cleaners away, or to go to the effort of reselling 
the machines themselves. Manufacturers and retailers could therefore take steps to 
ensure that products are re-used. Such steps could increase the demand for new products, 
while meeting the needs of consumers for less expensive versions of the product. As 
stated earlier, Australasians are also becomingly increasingly interested in recycling 
packaging. 


Purchase evaluation 


Figure 7.1 showed that a consumer’s evaluation of a purchase is influenced by postpurchase 
dissonance, product use, and product disposal. Not all purchase evaluations are influenced 
by each of these three processes, however. Rather, the processes are potential influencing 
factors that may affect the evaluation of a particular purchase. Moreover, the distribution 
outlet, or the product, or both, may also be involved in the evaluation.® Finally, consumers 
will actively evaluate their habitual and limited decisions only if some factor, such as an 
obvious product malfunction, directs their attention to the purchase. 


The evaluation process 


A particular alternative, such as a product, brand, or retail outlet, is selected because it is 
thought to be a better overall choice than other alternatives that were considered in the 
purchase process. Whether consumers select that particular item because of its presumed 
superior functional performance, or for some other reason, such as a generalised liking of 
the item, there is an expectation that the item will offer a certain level of performance. The 
expected level of performance can range from quite low (‘this brand isn’t very good, but it’s 
the only one available and I’m in a hurry’) to quite high. Expectations influence perceived 
performance. In general, we tend to perceive performance to be in line with our expectations 
(up to a point).’ 

After—or while—using the product or outlet, the consumer will perceive some level of 
performance. This perceived performance level may be noticeably above the expected level, 
noticeably below the expected level, or at the expected level. As Table 7.2 indicates, 
satisfaction with the purchase is primarily a function of the initial performance expectations, 
and the perceived performance relative to those expectations.'? In addition, individuals 
differ somewhat in their tendency to be satisfied or dissatisfied with purchases. As stated 
earlier, habitual decisions and many limited decisions are actively evaluated only if there is 
a noticeable product failure. 
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L able 7.2 Expectations, performance and satisfaction 


Expectation level 


Perceived performance Below minimum Above minimum 
relative to expectation desired performance desired performance 
Better Satisfaction* Satisfaction 

Same Non-satisfaction Satisfaction 

Worse Dissatisfaction Dissatisfaction 


Note: “Assuming the perceived performance surpasses the minimum desired level. 


Source: Derived from R. L. Oliver (1981), ‘Measurement and Evaluation of Satisfaction Processes in Retail Settings’, Journal of 
Retailing, Fall, pp. 25-48. 


~ 


Table 7.2 shows that a store or brand whose performance confirms a low-performance 
expectation will generally result in neither satisfaction nor dissatisfaction, but rather with 
what can be termed non-satisfaction. That is, consumers are not likely to feel 
disappointment or to engage in complaint behaviour. However, the use of the product will 
not reduce the likelihood of a search for a better alternative the next time the problem 
arises. 

A brand whose perceived performance fails to confirm expectations generally produces 
dissatisfaction. If the discrepancy between performance and expectation is sufficiently large, 
or if initial expectations were low, the consumer may restart the entire decision process. The 
item causing the problem recognition will most likely be placed in the inept set (see Chapter 
4), and will no longer be considered. In addition, complaint behaviour and negative word- 
of-mouth communications may be initiated. 

When perceptions of product performance match or exceed expectations that are at or 
above the minimum desired performance level, satisfaction generally results. Likewise, 
performance above the minimum desired level that exceeds a lower expectation tends to 
produce satisfaction. Satisfaction reduces the level of decision making the next time the 
problem is recognised. That is, a satisfactory purchase is rewarding, and encourages the 
consumer to repeat the same behaviour in the future (this is habitual decision making). 
Satisfied customers are also likely to engage in positive word-of-mouth communications 
about the brand, and firms can use measures of customer satisfaction in their promotional 
activities. 

Ford, BMW, Mitsubishi, and other car manufacturers now spend thousands of dollars 
annually on surveying their customers, often soon after the purchase and again a year later. 
Each car dealership can usually expect to receive a regular report covering sales, vehicle 
preparation, service and overall performance. Customers also rate the car itself. These 
ratings not only provide dealers with feedback, but also serve as the basis for contests, 
bonuses, new franchise awards, and so on. 

Many dealerships are also adopting customer-satisfaction measures locally to monitor 
and reward their own sales and service personnel. This is based on the assumption that staff, 
too, contribute to the overall consumer satisfaction, as illustrated in Figure 7.4. 
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Sy, igure 7.4 Antecedents and outcome of consumer satisfaction in the case of a 
Car purchase 


Dealer 
sales team 


Repeat 
purchase 


Car 
appearance/ 
performance 


Customer 
Satisfaction 


Car 
preparation 
by dealer 


Word-of-mouth 
communication 


Dealer 
service 


The need to produce satisfied consumers has important implications in terms of 
positioning the level of promotional claims. Since dissatisfaction is, in part, a function of the 
disparity between expectations and perceived product performance, unrealistic consumer 
expectations created by excessive promotional exaggeration can contribute to consumer 
dissatisfaction. 

The need to develop realistic consumer expectations poses a difficult problem for the 
marketing manager. For a brand or store to be selected by a consumer, it must be viewed as 
superior on the relevant combination of attributes. Therefore, the marketing manager will 
naturally want to emphasise the positive aspects of the brand or outlet. However, if such an 
emphasis creates expectations in the consumer that the product cannot fulfil, a negative 
evaluation may occur. Negative evaluations can produce brand switching, unfavourable 
word-of-mouth communications, and complaint behaviour. The marketing manager must 
therefore balance enthusiasm for the product with a realistic view of the product’s attributes. 


Dimensions of performance 


Since performance expectations and actual performance are major factors in the evaluation 
process, it is important to understand the dimensions of product performance.'! For many 
products, there are two dimensions to performance: instrumental, and expressive or 
symbolic. Instrumental performance relates to the physical functioning of the product. That 
the product operates properly is vital for the positive evaluation of a dishwasher, sewing 
machine, or other major appliance. Symbolic performance relates to aesthetic or image- 
enhancement performance. For example, the durability of a coat is an aspect of instrumental 
performance, while styling represents symbolic performance. 
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Is symbolic or instrumental performance more important to consumers when they are 
evaluating product performance? The answer to this question undoubtedly varies by product 
category and across consumer groups. However, a number of studies focusing on clothing 
provide some insights into how these two types of performance are related. 

Clothing appears to perform five major functions: 


protection from the environment 
enhancement of sexual attraction 
aesthetic and sensuous satisfaction 
an indicator of status 

an extension of self-image. 
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Except for protection from the environment, these functions are all dimensions of 
symbolic performance. Yet studies of clothing returns, complaints about clothing purchases, 
and discarded clothing indicate that physical product failures are the primary cause of 
dissatisfaction. One study on the relationship between performance expectations, actual 
performance and satisfaction with clothing purchases reached the following general con- 
clusion: Dissatisfaction is caused by a failure of instrumental performance, while complete 
satisfaction also requires the symbolic functions to perform at or above the expected 
levels. '? 

These findings certainly cannot be generalised to other product categories without 
additional research. However, they suggest that the marketing manager should maintain 
performance at the minimum expected level on those attributes that lead to dissatisfaction, 
while attempting to maximise performance on those attributes that lead to increased 
satisfaction. 

Like all other aspects of the consumption process, evaluation involves an affective or 
emotional component as well as cognitive activities. While the affective aspects of 
postpurchase processes have received only limited attention, several tentative conclusions 
seem justified.!? First, product purchase, ownership and use give rise to a variety of 
emotional experiences. Second, positive and negative affective responses are relatively 
independent dimensions. That is, use of a product may be connected with both positive and 
negative feelings (joy, excitement and anger). 

A third finding is that both positive and negative emotional responses are positively 
correlated with product-satisfaction judgments, complaint behaviour and word-of-mouth 
communications. These actions are not merely the results of the confirmation/ 
disconfirmation of expectations, but also represent additional evaluative processes. 
Therefore, marketers need to ensure that products (and the purchasing process) meet 
consumer expectations and are fun, exciting, or otherwise pleasurable to acquire and use.'* 


Dissatisfaction responses 


Figure 7.5 illustrates the major options available to consumers who are dissatisfied with a 
purchase. The primary decision is whether or not to take some form of action. By taking no 
action, the consumer, in effect, decides to tolerate the dissatisfaction, or to rationalise it. A 
primary reason for taking no action is that action requires time and effort that may exceed 
the perceived value of any likely result. However, even when no action is taken, the 
consumer’s attitude towards the store or brand is likely to be less favourable than before. 
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Sy, igure 7.5 Actions taken by consumers in response to product dissatisfaction 


Dissatisfaction 
occurs 


Take action Take no action 


Take some form | Take some form 
of direct action | of public action 


Take some form 
of private action 


Stop buying Warn friends Complain to 


about product/ manufacturer/ | 
brand/store | retailer 


that product/ 
brand/ 
at that store redress agencies 


Seek redress actionto | private or 


Source: Adapted from J. Singh (1988), ‘Consumer Complaint Intentions and Behavior’, Journal of Marketing, January, pp. 93-107. 


Actions in response to a state of dissatisfaction can be private in nature, such as warning 
friends, or switching stores, brands or products. Consumers may also take direct action, 
which includes complaining to, or requesting a refund or exchange from, the manufacturer 
or retailer. Finally, consumers may take public action, such as complaining to a consumer 
association or seeking redress through the legal system. Obviously, dissatisfied customers 
may engage in various combinations of these actions.!° 

In general, consumers are satisfied with the vast majority of their purchases. Still, because 
of the large number of purchases individuals make each year, most individuals experience 
dissatisfaction with some of their purchases.!® For example, in one study based on 1307 
separate unsatisfactory grocery purchases, 25 per cent resulted in brand switching, 19 per 
cent caused the shopper to stop buying the products, 13 per cent led to an in-store inspection 
of future purchases, and 43 per cent produced no private action. At the same time, these 
defects caused the following direct response: complaints to the manufacturer 3 per cent; 
complaints to the retailer 5 per cent; items returned 53 per cent; no direct action 58 per cent. 


Take legal Complain to 


from business obtain government 
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In a similar study of durable goods, 54 per cent of the dissatisfied customers said they would 
not purchase the brand again, and 45 per cent warned their friends about the product.' 

A major study has identified four types of response styles associated with dissatisfaction, 
as shown below: 


1. Passives (14 per cent) seldom take action when dissatisfied. They are somewhat younger 
than average. They are not alienated from the marketplace. They do not perceive social 
benefits from complaining, and their private norms do not support it. 

2. Voices (37 per cent) seldom take private or public action. Instead, they take direct 
action, such as complaining to the firm. They are somewhat older than average. They 
are not alienated from the marketplace. They believe that direct action provides social 
benefits, and their personal norms support this. 

3. Irates (21 per cent) take above-average levels of private response and average levels of 
direct action, but low levels of public action. They are somewhat older than average, 
and are somewhat alienated from the marketplace. They believe that complaining has 
social benefits, and their personal norms support this. 

4. Activists (28 per cent) are likely to engage in private, direct, and especially public action. 
They are younger than average, and are somewhat alienated from the marketplace. They 


believe strongly in social benefits from complaining, and their personal norms support 
this;” 


This study also indicated that consumer response to dissatisfaction is heavily influenced by 
individual characteristics. © 

While these studies are based on US data, their conclusions should serve as a warning to 
marketers from any countries. Much harm can be done to the reputation of a firm, and 
therefore to its long-term survival, by those ‘quiet’? consumers who do not complain directly, 
but tell their friends and relatives of their dissatisfaction. 

The 1994 SOCAP study mentioned in the introduction to this chapter provides some 
information about the degree of dissatisfaction experienced by Australian consumers. Based 
on a mail survey of some 15 000 randomly selected households, as well as on three other 
mail surveys conducted with consumers of financial services, the survey found a widespread 
occurrence of dissatisfaction, with 57 per cent of households reporting at least one problem 
with one of the 23 specified products or services. Worse still, those households experiencing 
customer problems reported an average incidence of more than 5S problems! Moreover, for 
46 per cent of households experiencing problems, financial losses were expected if the 
problem was not corrected.!?” 

In addition to the influence of individual characteristics, the product and situation, like 
all aspects of consumer behaviour, are important in explaining consumer response to 
dissatisfaction. For example, expensive or important products that produce dissatisfaction 
are more likely to produce direct action than are inconsequential products. Similarly, 
situations in which the consumer has ample time, and complaint channels are easy to use, 
are likely to produce high levels of direct action. 


Marketing strategy and dissatisfied consumers 


Marketers need to satisfy consumer expectations by first creating reasonable expectations 
through promotional efforts, and then ensuring consistent quality is maintained so that 
these reasonable expectations are fulfilled. Since dissatisfied consumers tend to express 
their dissatisfaction to their friends, dissatisfaction may cause the firm to lose future sales 
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to the unhappy consumer as well as current sales to that consumer’s friends.2° Complaint 
handling also influences this: the SOCAP study suggests that dissatisfied complainants 
told nearly twice as many people about their negative experiences than satisfied 
complainants told about their positive ones.*! This process of expectation management 
also involves making sure that any foreseeable disruption to the delivery of the firm’s 
product or service is promptly communicated to consumers in order to ensure that they 
do not react with excessive anger. For example, after having withdrawn all its biscuits 
from supermarket shelves as a result of a poison extortion threat, Arnott’s spent a 
considerable advertising budget informing its consumers of the slow process that would 
be involved in returning to previous levels of distribution. This meant that consumers 
would not necessarily expect to find their favourite biscuit on their next trip to the 
supermarket, and thus avoided disappointment. Likewise, when the opening of the third 
runway at Sydney Airport, followed by its prompt closure under political pressure, 
created many delays and much frustration to travellers, Ansett Australia sent a personal 
letter to its ‘frequent flyers’ to inform them of the reasons for such delays, as well as to 
explain the different actions that were being taken to alleviate the problem. While the 
letter did not solve the problem of the delays, it made Ansett customers revise downwards 
their expectations of punctuality, and enabled them to plan for longer connection time, 
thus avoiding further frustration. It also made sure that the blame would not be directed 
at the airline company! 

The evidence presented in this chapter suggests that it is virtually impossible to ‘please all 
the people all the time’. When a consumer is dissatisfied, the most favourable consequence 
is for the consumer to communicate this dissatisfaction to the firm concerned, but to no one 
else. This would alert the firm to the problem, enable it to make amends where necessary, 
and minimise negative word-of-mouth communications. The SOCAP study showed that the 
higher the level of complaint-handling performance, the higher the level of complainant 
satisfaction. Yet, in Australia, only 32 per cent of households declared themselves satisfied 
with the way in which their complaints had been handled.** This represents a serious 
warning for organisations, business or government, and indicates that a great potential for 
building consumer satisfaction lies in their ability to respond more effectively to consumer 
complaints. 

Unfortunately, many individuals do not communicate their dissatisfaction to the firm 
involved. Those who do complain tend to have more education, income, self-confidence and 
independence, and are more confident in the business system than those who do not 
complain.* In Australia, while 73 per cent of households stated that they complained about 
problems, they indicated that only the most important problems were reported, suggesting 
that a vast majority of lesser faults remain unreported. Moreover, few of the complainants— 
only 15 per cent—ever contacted government or community organisations.** As a result, an 
organisation that relies on complaints for feedback on problems is likely to miss the 
concerns of key market segments. 

Complaints about products frequently go to retailers, and are not passed on to 
manufacturers. One study found that more than 80 per cent of complaints were presented 
to retailers, while less than 10 per cent went directly to the manufacturer.*? Many firms 
attempt to overcome this by establishing and promoting ‘consumer hot lines’—freecall 
numbers that consumers can use to contact a representative of the firm when they have a 
complaint. Uncle Toby, for instance, provides buyers of its Morning Sun Muesli product 
with a toll-free number that unsatisfied consumers can ring from anywhere in Australia. 
The idea is that, if unhappy customers have direct access to the firm and are able to 
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register complaints and problems immediately, it is easier to ‘pacify’ them. Such activities 
can neutralise negative feelings and create a positive reaction among a vocal and 
influential population segment. This is supported by an Australian study which found that 
70 per cent of non-complainants would have complained if a toll-free number had been 
available.*® 

While hot lines and other procedures increase the ease with which consumers can express 
complaints, they are not necessarily sufficient. Most consumers who complain want a 
tangible result. Failure to deal effectively with this expectation can produce increased 
dissatisfaction.*’ Therefore, firms need to solve the cause of consumer complaints, rather 
than just allowing consumers the opportunity to complain. In one case, a complaint from 
a consumer to the company that had replaced the tyres on her car but broken a window in 
the process received no response of any kind! A few months later, however, the consumer 
was contacted by the public relations department of the tyre company and was asked to 
comment on the quality of the response she had received to her complaint. This reminder 
of the firm’s initial inadequacy and ad hoc management of complaints did nothing to win 
back this particular customer’s business, nor that of anyone to whom she spoke of her 
experience! | 

Most companies are more responsible in their use of complaint monitoring, however. For 
example, RAA Insurance uses a small card to ask consumers to rate their overall 
satisfaction, and, if a score of less than 100 per cent is given, to explain what could have 
been done to improve the quality of the service. Such feedback can provide much 
opportunity for repeat business from customers. 

Unfortunately, many corporations are not organised for resolving effectively and learning 
from consumer complaints, even though individual managers within those corporations may 
strive to respond positively to complaints.*® This area represents a major opportunity for 
many businesses.*” In fact, for many firms, retaining dissatisfied customers by encouraging 
and responding effectively to complaints is more economical than attracting new customers 
through advertising or other promotional activities.>° While evidence is sketchy, it has been 
estimated that it costs only one-third as much to retain an old customer as it does to obtain 
a new one.°! Some Australian companies such as Wallis Cinema and Ansett Australia make 
it a top priority to be responsive to consumer complaints, and there are also many New 
Zealand companies—Newman and Air New Zealand are examples—that aim to provide 
satisfaction to customers who have complained. Typically, these companies answer any 
complaint promptly and, when responsible for any consumer’s inconvenience, aim to 
compensate for it in some way. Such a responsive attitude is the key to ensuring that future 
business with that consumer is not jeopardised. 


Repeat purchase behaviour and consumer 
loyalty 


Figure 7.1 indicates that both the evaluation of the purchase decision and the outcome of any 
complaint behaviour affect the consumer’s repurchase motivation. When purchase 
expectations are fulfilled, there is a tendency to repurchase the brand or product that provided 
satisfaction. This is because such an experience is rewarding, and therefore reinforcing.°4 
Dissatisfaction with the purchase may still be followed by repeat purchases—the reason 
for this is that the expected benefits of renewed search and evaluation are less than the 
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expected costs of such activities. However, the most likely outcome of dissatisfaction is 
discontinued brand or product use. 


Nature of repeat purchase behaviour 


Repeat purchase behaviour is frequently referred to as brand loyalty. However, brand 
loyalty implies a psychological commitment to the brand (much like friendship), whereas 
repeat purchase behaviour simply involves the frequent repurchase of the same brand 
(perhaps because it is the only one available, is generally the least expensive, and so forth). 
Brand loyalty is defined as follows: 


It is biased (i.e. non-random). 

It is a behavioural response (i.e. purchase). 
It is expressed over time. 

It is expressed by a decision-making unit. 
The decision-making unit expresses brand loyalty with respect to one or more alternative 
brands out of a set of such brands. 

It is a function of psychological processes (decision making, evaluative).° 


A 


) 


> 


There is a great deal of difference between brand loyalty, as defined above, and repeat 
purchase behaviour. This difference has already been touched on, but needs further 
elaboration. Repeat purchase may be the result of market dominance by the firm, which 
makes its product the only one available and deprives the consumer of the opportunity to 
choose. Or it may be the result of repeated promotional efforts enticing the consumer to buy 
the same brand again. If market dominance does not exist, or promotional efforts have not 
been made, the repeat-purchase consumer may feel entirely justified in switching brands. A 
brand-loyal consumer, in contrast, is committed to the brand or the company, and can be 
trusted to buy a product again despite the availability of alternatives. 

Figure 7.6 illustrates the potential make-up of the market share for a given brand at one 
point in time. As this figure shows, there are three general categories of purchasers for any 
given brand: 


1. non-loyal repeat purchasers 
2. loyal repeat purchasers 
3. opportunistic purchasers (purchase based on situational factors) 


Each of these groups can be further subdivided, based on the reactions of its members to 
competing brands. Since each of these three categories of purchasers may require a unique 
marketing strategy, a substantial amount of research has been devoted to determining the 
characteristics of each group (although most studies have treated loyal and non-loyal repeat 
purchasers as a single group). 

Research studies to date have produced two major conclusions. One is that brand loyalty 
is a product-specific phenomenon, and that there is no such thing as a loyalty-prone 
consumer. That is, a consumer loyal to one brand in a given product category may not 
display similar loyalties to brands in other product classes. Loyal consumers do not differ 
significantly from non-loyal consumers in terms of demographics or personality measures. 
A second conclusion is that brand-loyal consumers express greater levels of satisfaction than 
do less loyal and non-loyal consumers.°** 
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07 igure 7.6 Alternative purchase patterns 
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Source: J. Jacoby and R. W. Chestnut (1978), Brand Loyalty: Measurement and Management, John Wiley & Sons, New York, 
p. 103. Used with permission. 
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Repeat purchase behaviour, loyalty and marketing 
Strategy 


While consumer satisfaction contributes to repeat purchase behaviour, this type of purchase 
behaviour can also be affected by marketing efforts. In markets where there are many 
alternative brands, where there is greater price activity, and where products are easily 
substitutable, brand loyalty tends to decrease.*5 

There is widespread concern among marketers of consumer non-durables that the re- 
allocation of marketing dollars from product advertising to promotional deals 
(discounts, sweepstakes, and other forms of short-term price reductions) has eroded 
brand loyalty among consumers.*° However, empirical studies suggest that there have 
been no real changes in the percentage of loyal (or at least repeat) purchasers since the 
mid-1980s.°” When satisfied consumers switch brands to take advantage of a 
promotional deal on a competing brand, they are likely to return to their original brand 
for future purchases.2® However, non-loyal consumers often switch for deals, loyal 
consumers sometimes do, and loyal consumers may ‘stock up’ when their brand is being 
promoted. In product categories characterised by frequent promotions, virtually all sales 
may occur ‘on special’. 

A market analysis drawn from Figure 7.6 is the starting point for developing a marketing 
strategy based on repeat purchase patterns.*? The firm must estimate the percentage of 
potential customers that fall into each of the cells in the figure. Then it should develop 
specific objectives. For example, the firm might want to convert non-loyal repeat multibrand 
purchasers to non-loyal repeat unibrand purchasers. This objective would require a different 
marketing strategy than would attempting to convert opportunistic purchasers to loyal 
repeat purchasers. Once the objectives are defined, it becomes possible to develop and 
implement marketing strategies and to evaluate their results. 

Loyalty schemes have been hailed as the new marketing approach of the 1990s, with 
programs such as Fly Buys registering record enrolments when first introduced in 
1994, and still signing up 5000 households a week in 1996. By August 1996, 2 million 
Australian households were on the books of Loyalty Pacific, the organisation behind 
Fly Buys. According to Michael Glassel, Loyalty Pacific general manager, Fly Buys 
members are spending three to six times more with the participating retailers than are 
other customers. The system allows consumers to collect points with each purchase 
made at selected participating retailers such as Coles or Shell, or with each purchase 
paid for with a National Bank credit card. These points are redeemable as air travel, 
and between 3000 and 4000 households are believed to take their reward every 
month.*° In the wake of ‘Fly Buys’, many other similar programs have been devel- 
oped, all aimed at making consumers more loyal to one or more firms: the General 
Motors Visa/Mastercard credit card is a credit card that affords a rebate on the 
purchase of a GM car. Telstra provides a Visa credit card that also acts as a telecard, 
and rewards its users with discounts on a variety of products and services.*! From the 
marketer’s point of view, the value of such programs is not only that it can solidify 
patterns of behaviour and brand or outlet preference but also that it provides a mine of 
information with respect to the participating consumers, enabling more targeted and 
focused marketing efforts. Moreover, with the help of technology, individual consumers 
can be assessed in terms of their profitability; this allows much gain in overall 
profitability by enabling the company to concentrate its effort on those generating the 
best returns.* 
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Sosimary 


Following some purchases, consumers experience doubts or anxiety about the wisdom of the 
purchase. This is known as postpurchase dissonance. It is most likely to occur: 


among individuals with a tendency to experience anxiety 

after an irrevocable purchase 

when the purchase is important to the consumer 

when the purchase involves a difficult choice between two or more alternatives 
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Postpurchase dissonance is important to the marketing manager because, if not resolved, it can 
result in a returned product or a negative evaluation of the purchase. 

Whether or not the consumer experiences dissonance, most purchases are followed by product use. 
This use may be by the purchaser or by some other member of the purchasing unit. Marketing 
managers are interested in product use for a variety of reasons. The main reason is that consumers use 
a product to fulfil certain needs. If the product does not fulfil these needs, a negative evaluation may 
result. Therefore, managers must be aware of how products perform in use. Monitoring product usage 
can indicate new uses for existing products, needed product modifications, appropriate advertising 
themes, and opportunities for new products. Product liability laws have made it increasingly important 
for marketing managers to be aware of all potential uses of their products. 

Disposal of the product or its packaging may occur before, during or after product use. Understanding 
disposal behaviour has become increasingly important to marketing managers because of the 
ecological concerns of many consumers, the costs and scarcity of raw materials, and the activities of 
federal and state governments and regulatory agencies. The ease of recycling or re-using a product's 
container is a key product attribute for many consumers. These consumers, sometimes referred to as 
‘socially-conscious’ consumers, are an important market segment not only because of their purchases 
but because of their social and political influence. Product disposal is a major consideration in marketing 
strategy because disposal sometimes must precede the purchase due to financial or space limitations; 
certain disposal strategies may give rise to a used or rebuilt market; and difficult or unsatisfactory 
disposal alternatives may cause some consumers to withdraw from the market for a particular item. 

Postpurchase dissonance, product usage and disposal are potential influences on the purchase- 
evaluation process. Basically, consumers develop certain expectations about the ability of the product 
to fulfil instrumental and symbolic needs. To the extent that the product meets these needs, satisfaction 
Is likely to result. When expectations are not met, dissatisfaction is the likely result. 

Taking no action, switching brands, products, or stores, and warning friends are all common 
reactions to a negative purchase evaluation. Marketing managers should generally encourage 
dissatisfied consumers to complain directly to the firm, and to no one else. This will alert the firm to 
problems and provide it with an opportunity to make amends. Unfortunately, only a fairly small, 
unique set of consumers tends to complain. Developing such strategies as consumer hot lines could 
increase the percentage of dissatisfied consumers who complain to the firm. 

After the evaluation process and, where applicable, the complaint process, consumers have some 
degree of repurchase motivation. There may be a strong motive to avoid the brand, a willingness to 
repurchase it some of the time, a willingness to repurchase it all of the time, or some level of brand 
loyalty, which is a willingness to repurchase coupled with a psychological commitment to the brand. 

Marketing strategy does not always have the creation of brand loyalty as its objective. Rather, the 
manager must examine the make-up of the brand’s current and potential consumers, and select the 
specific objectives most likely to maximise the overall organisational goals. For example, there may be 
a greater net payoff associated with converting non-purchasers to opportunistic purchasers than there 
is with converting repeat purchasers to loyal purchasers. The manager must select the appropriate 
objective, and then develop marketing strategies to accomplish the objective. 
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Key terms 


postpurchase processes non-satisfaction 
postpurchase dissonance complaint behaviour 
product recall instrumental performance 
disposal symbolic performance 
recycling loyalty 

trade-ins dissatisfaction 
expectations repeat purchase behaviour 
perceived performance brand loyalty 


satisfaction 


We chnites 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


Arnott’s http://www.arnotts.com.au 

BMW http://www.bmw.com 

Coles http://www.coles.com.au 

Ford http://www.ford.com.au 

General Motors http://www.generalmotors.com (under construction at time of printing) 
Mitsubishi http://www. mitsubishi.com 

National Bank http://www.national.com.au 

Shell http://www.shell.com.au 


Review questions 


a 


What are the major postpurchase processes engaged in by consumers? 

How does the type of decision process affect the postpurchase processes? 

3. What is postpurchase dissonance? What characteristics of a purchase situation are likely to 
contribute to postpurchase dissonance? 

4. In what ways can a consumer reduce postpurchase dissonance? 

5. In what ways can a marketer help to reduce postpurchase dissonance? 

6. What is meant by the disposal of products and product packaging, and why does it interest 
government regulatory agencies? 

7. Why are marketers interested in disposal? 

What factors influence consumer satisfaction? In what ways do they have an influence? 

9. What is the difference between instrumental and symbolic performance, and how does each 
contribute to consumer satisfaction? 
10. What role does emotion or affect play in consumer satisfaction? 
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What courses of action can a consumer take in response to dissatisfaction? 

How do consumers typically respond when dissatisfied? 

What would marketers like consumers to do when dissatisfied? How can marketers encourage this? 
What is the relationship between product satisfaction and repurchase behaviour? What is the 
difference between repeat purchase and brand loyalty? 

What characteristics have been found to distinguish brand-loyal consumers from non-brand-loyal 
consumers? 

What are the effects of promotional deals on brand loyalty and brand switching? 


Discussion questions 


How should retailers deal with consumers immediately after purchase to reduce postpurchase 
dissonance? What specific action would you recommend, and what effect would you intend it to 
have on the recent purchaser of: 


a. A bicycle? d. Legal services? 
b. A dress? e. A diamond ring? 
c. A dog? f. Toothpaste? 


Answer Questions 1a, b, e and f from a manufacturer’s perspective. 
Discuss how you could determine how consumers actually use the following products. How could 
this information be used to develop a marketing strategy? 


a. A bicycle. d. Wine. 
b. A personal computer. e. Pliers. 
c. A food processor. f. A television set. 


How would you go about measuring consumer satisfaction among purchasers of the following 
items? What questions would you ask, and what additional information would you collect, and why? 
How could this information be used for evaluating and planning marketing programs? 


a. A restaurant meal. d. A bicycle. 
b. A compact disc player. e. Mouthwash. 
c. Car repairs. f. Socks. 


An A. C. Nielsen study in the United States found that 61 per cent of the unsatisfactory purchases 
of health and beauty aids, such as deodorants, shampoos and vitamins, were followed by continued 
purchase of the brand. Only 27 per cent of the unsatisfactory purchases of paper products were 
followed by repeat purchases of the same brand. Why is there such a large difference? 

Examine Figure 7.6 and pick three distinct conversion objectives (e.g. converting non-loyal repeat 
multibrand purchasers to non-loyal repeat single-brand purchasers). Describe the marketing 
strategies required by each. Use mouthwash as a product category for your discussion. 

Based on those characteristics that contribute to postpurchase dissonance, discuss several product 
purchases that are most likely to result in dissonance, and several that will not create this effect. 
What level of product dissatisfaction should a marketer be content with in attempting to serve a 
particular target market? What characteristics contribute to dissatisfaction, regardless of the 
marketer’s efforts? 

What are the marketing implications of Table 7.1? 

Will the increasing use of promotional deals ‘teach’ most consumers to buy primarily brands ‘on 
special’? 

Describe the last time you were dissatisfied with a purchase. What action did you take? Why? 
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Project questions 


Develop a questionnaire designed to measure consumer satisfaction with a clothing purchase of $45 or 
more. Include in your questionnaire items that measure the product’s instrumental and expressive 
dimensions of performance, as well as what the consumer wanted in terms of instrumental and expressive 
performance. Then interview several consumers to obtain information on actual performance, expected 
performance and satisfaction. Using this information, determine if consumers received what they expected 
(i.e. evaluation of performance), and relate this difference to expressed levels of consumer satisfaction. 
Develop a survey to measure student dissatisfaction with service purchases. For purchases they were 
dissatisfied with, determine what action students took to resolve this dissatisfaction, and what the end 
result of their efforts was. 

Develop a method of measuring brand loyalty. Then measure the brand loyalty of several students 
with respect to the following choices. 


a. Fast-food restaurants. d. Soft drinks. 
b. Toothpaste. e. Socks. 
c. Deodorant. f. Clothing stores. 


With the co-operation of a major durables retailer, assist the retailer in sending a postpurchase letter 
of thanks to every other customer immediately after purchase. Then, approximately two weeks after 
purchase, contact the same customers (both those who received the letter and those who did not) and 
measure their purchase satisfaction. Evaluate the results. 

Implement Discussion Question 3 with a sample of students. 

Implement Discussion Question 4 with a sample of students. 

Measure 10 students’ disposal behaviours with respect to the following products. Determine why they 
use the alternatives they do. 


a. Soft-drink containers. d. Newspapers. 
b. Magazines. e. Plastic items. 
c. Food cans. fe dearee items; 


Visit one of the Websites listed above. Is there any provision made for reducing postpurchase 
dissonance? And for facilitating complaints? If not, suggest ways in which this could be done. 


| ere 


C. Clarke (1995), ‘Big Surge in Faulty Goods’, 5 FE Rice (1988), ‘Where Will We Put All That 


Sunday Mail, 25 May, p. 13. Garbage?’, Fortune, 11 April, pp. 96-100. 

SOCAP (1995), Study of Complaint Behaviour in 6 L. Lamont (1997), ‘Eco-treat a Tasty Way to Save the 
Australia, Sydney. World’, Sydney Morning Herald, 23 August, p. 16. 
The basic theory of cognitive dissonance, of which 7 J. Jacoby, C. K. Berning, and T. F. Dietvorst (1977), 
postpurchase dissonance is a subset, is presented in ‘What about Disposal?’, Journal of Marketing, 
L. Festinger (1957), A Theory of Cognitive April, p. 26. 

Dissonance, Stanford Tertiary Education Institution 8 See J. M. Carman (1990), ‘Consumer Perceptions of 
Press, Stanford, Calif. An overview is available in W. Service Quality’, Journal of Retailing, Spring, pp. 
H. Cummings and M. Venkatesan (1976), 33-55; and D. K. Tse, F. M. Nicosia and P. C. Wilton 
‘Cognitive Dissonance and Consumer Behavior: A (1990), ‘Consumer Satisfaction as a Process’, 
Review of the Evidence’, Journal of Marketing Psychology and Marketing, Fall, pp. 177-93. 
Research, August, pp. 303-8. 9 See P. Korgaonkar and G. Moschis (1982), ‘An 


Ibidy-p. / Experimental Study of Cognitive Dissonance, 


7.26 


10 


11 


12 


13 
14 


15 


16 


SECTION TWO 


Product Involvement, Expectations, Performance, 
and Consumer Judgment of Product Performance’, 
Journal of Advertising, p. 40; J. Deighton (1984), 
‘The Interaction of Advertising and Evidence’, 
Journal of Consumer Research, December, pp. 
763-70; and J. Deighton (1986), ‘Advertising as 
Influence on Inference’, in R. J. Lutz (ed.), Advances 
in Consumer Research, Association for Consumer 
Research, Provo, Utah, pp. 558-61; S. J. Hoch and 
Y. W. Ha (1986), ‘Consumer Learning’, Journal of 
Consumer Research, September, pp. 221-33; and J. 
Deighton and R. M. Schindler (1988), ‘Can 
Advertising Influence Experience?’, Psychology and 
Marketing, Summer, pp. 103-15. 

R. L. Oliver and W. O. Bearden (1985), 
‘Disconfirmation and Consumer Evaluations in 
Product Usage’, Journal of Business Research, June, 
pp. 235-46; E. R. Cadotte, R. B. Woodruff and R. L. 
Jenkins (1987), ‘Expectations and Norms in Models 
of Consumer Satisfaction’, Journal of Marketing 
Research, August, pp. 305-14; D. K. Tse and P. C. 
Wilton (1988), ‘Models of Consumer Satisfaction 
Formation’, Journal of Marketing Research, January, 
pp. 204-12; and R. L. Oliver and W. S. De Sarbo 
(1988), ‘Response Determinants in Satisfaction 
Judgments’, Journal of Consumer Research, March, 
pp. 495-507. For an expanded view, see R. L. Oliver 
and J. E. Swan (1989), ‘Consumer Perceptions of 
Interpersonal Equity and Satisfaction in Transactions’, 
Journal of Marketing, April, pp. 21-35; and R. L. 
Oliver and J. E. Swan (1989), ‘Equity and 
Disconfirmation Perceptions as Influences on 
Merchant and Product Satisfaction’, Journal of 
Consumer Research, December, pp. 372-83. 

N. Maddox (1982), ‘The Structure of Consumers’ 
Satisfaction: Cross-Product Comparisons’, Journal 
of the Academy of Marketing Science, Winter, 
pp. 37-53. 

FE. Swan and L. J. Combs (1976), ‘Product 
Performance and Consumer Satisfaction: A New 
Concept’, Journal of Marketing, April 1976, pp. 
25-33; see also B. D. Gelb (1985), ‘How Marketers 
of Intangibles Can Raise the Odds for Consumer 
Satisfaction’, Journal of Consumer Marketing, 
Spring, pp. 55-61; and R. A. Westbrook (1987), 
‘Product/Consumption-based Affective Responses 
and Postpurchase Processes’, Journal of Marketing 
Research, August, pp. 258-70. 

Westbrook, op. cit., note 12 above. 

See also S. Widrick and E. Fram (1983), ‘Identifying 
Negative Products’, Journal of Consumer 
Marketing, Fall, pp. 59-66. 

see M. L. Richins (1987), ‘A Multivariate Analysis 
of Responses to Dissatisfaction’, Journal of the 
Academy of Marketing Science, Fall, pp. 24-31. 

F. K. Shuptrine and G. Wenglorz (1981), 
‘Comprehensive Identification of Consumers’ 


CONSUMER DECISION PROCESS 


17 


18 


1 
20 


Zi 
22 


pis: 


24 
25 


26 
27 


28 


Marketplace Problems and What They Do about 
Them’, in ed. K. B. Monroe, Advances in Consumer 
Research VIII, Association for Consumer Research, 
Chicago, pp. 687-92. 

See also S. P. Brown and R. F. Beltramini (1989), 
‘Consumer Complaining and Word-of-Mouth 
Activities’, in ed. T. K. Srull, Advances in Consumer 
Research XVI, Association for Consumer Research, 
Provo, Utah, pp. 9-11; and J. E. Swan and R. L. 
Oliver (1989), ‘Postpurchase Communications 
by Consumers’, Journal of Retailing, Winter, 
pp. 516-33. 

J. Singh (1990), ‘A Typology of Consumer 
Dissatisfaction Response Styles’, Journal of 
Retailing, Spring, pp. 57-99. 

Noid pa2. 

M. L. Richins (1983), ‘Negative Word-of-Mouth by 
Dissatisfied Consumers’, Journal of Marketing, 
Winter, pp. 68-78; M. L. Richens (1984), ‘Word-of- 
Mouth as Negative Information’, in ed. T. C. 
Kinnear, Advances in Consumer Research XI, 
Association for Consumer Research, Provo, Utah, 
pp. 687-702; and M. T. Curren and V. S. Folkes 
(1987), ‘Attributional Influences on Consumers’ 
Desires to Communicate about Products’, 
Psychology and Marketing, Spring, pp. 31-45. 
Ibid, pe 2. 

Ibid., p. 2; and Shuptrine and Wenglorz, op. cit., 
note 16 above, p. 690. 

K. L. Bernhardt (1981), ‘Consumer Problems and 
Complaint Actions of Older Americans: A National 
View’, Journal of Retailing, Fall, pp. 107-23; W. O. 
Bearden and J. E. Teel (1981), ‘An Investigation of 
Personal Influences on Consumer Complaining’, 
Journal of Retailing, Fall, pp. 2-20; M. S. Moyer 
(1984), ‘Characteristics of Consumer Complaints’, 
Journal of Public Policy and Marketing, vol. 3, pp. 
67-84; and M. A. Morganosky and H. M. Buckley 
(1987), ‘Complaint Behavior’, in eds M. Wallendorf 
and P. Anderson, Advances in Consumer Research 
XIV, Association for Consumer Research, Provo, 
Utah, pp. 223-6. 

Ibid..p,.2; 

Shuptrine and Wenglorz, op. cit., note 16 above, 
p. 690. 

Ibid; p. 2: 

C. Goodwin and I. Ross (1990), ‘Consumer 
Evaluations of Response to Complaints’, Journal of 
Consumer Marketing, Spring, pp. 39-47. 

A. J. Resnik and R. R. Harmon (1983), ‘Consumer 
Complaints and Managerial Response’, Journal of 
Marketing, Winter, pp. 86-97; C. J. Cobb, G. C. 
Walgren and M. Hollowed, ‘Differences in 
Organizational Responses to Consumer Letters of 
Satisfaction and Dissatisfaction’, in Wallendorf and 
Anderson, op. cit., note 23 above, pp. 227-31; and 
C. Fornell and R. Westbrook (1984), ‘The Vicious 


Z? 


30 


31 


92 


33 


34 


b) 


Circle of Consumer Complaints’, Journal of 
Marketing, Summer, p. 68. 

M. J. Etzel and B. I. Silverman (1981), ‘A 
Managerial Perspective on Directions for Retail 
Customer Dissatisfaction Research’, Journal of 
Retailing, Fall, pp. 124-31; and M. C. Gilly and R. 
W. Hansen (1985), ‘Consumer Complaint Handling 
as a Strategic Marketing Tool’, Journal of Consumer 
Marketing, Fall, pp. 5-16. 

C. Fornell and B. Wernerfelt (1987), ‘Defensive 
Marketing Strategy by Customer Complaint 
Management’, Journal of Marketing Research, 
November, pp. 337-46. 

D. James (1993), ‘Why One Good Customer Can be 
Worth Five More’, Business Review Weekly, 4 June, 
pp. 85-6. 

See S. B. Knouse (1986), ‘Brand Loyalty and 
Sequential Learning Theory’, Psychology and 
Marketing, Summer, pp. 87-98. 

J. Jacoby and D. B. Kyner (1973), ‘Brand Loyalty 
versus Repeat Purchasing Behavior’, Journal of 
Marketing Research, February, pp. 1-9. 

See T. Exter (1986), ‘Looking for Brand Loyalty’, 
American Demographics, April, pp. 32-3, 52-6. 
For a different view, see G. P. Moschis, R. L. Moore 
and T. J. Stanley, ‘An Exploratory Study of Brand 
Loyalty Development’, in ed. Kinnear, op. cit., note 
20 above, pp. 412-17. 

See S. P. Raj (1985), ‘Striking a Balance between 
Brand Popularity and Brand Loyalty’, Journal of 
Marketing, Winter, pp. 53-9. 


CHAPTER 7 


36 


oy 


38 


a 


40 


41 


42 


POSTPURCHASE PROCESSES 7.27 


T. Johnson and A. M. Tarshis (1986), ‘What 
Changes in Promotion Strategy Mean for Brand 
Franchise Loyalty’, paper presented at the 1986 
Annual Fall Conference, Advertising Research 
Foundation. 

T. Johnson and A. M. Tarshis (1984), ‘Striking a 
Balance’, and T. Johnson, “The Myth of Declining 
Brand Loyalty’, both in Journal of Advertising 
Research, March, pp. 8-12 and 13-18; a conflicting 
view is offered by M. L. Rothschild, ‘A Behavioral 
View of Promotion’s Effects on Brand Loyalty’, in 
eds Wallendorf and Anderson, op. cit., note 23 
above, pp. 119-20. 

D. Mazursky, P. LaBarbera and A. Aiello (1987), 
‘When Consumers Switch Brands’, Psychology and 
Marketing, Spring, pp. 17-30; see also G. J. Tellis 
(1988), ‘Advertising Exposure, Loyalty, and Brand 
Choice’, Journal of Marketing Research, May, pp. 
134-44. 

See L. J. Rosenberg and J. A. Czepiel (1983), ‘A 
Marketing Approach for Customer Retention’, 
Journal of Consumer Marketing, Fall, pp. 45-51. 
N. Shoebridge (1996), ‘Fly Buys, After Two Years 
Two Million Households’, Business Review Weekly, 
26 August, pp. 74-6. 

J. Berich (1995), ‘Getting Smart with Cards’, 
Australian Professional Marketing, August, 
pp. 10-15. 

C. de Malet (1995), ‘La course a la fidélisation de 
la clientéle’, Les Echos, 14 February, p. 15. 


SECTION TWO 


2.1 


Pae J 
pe 
2.4 
Aa 


ases 


Toyota Lexus CS2.2 

The directory market is a ‘Big’ or ‘Yellow’ business CS2.3 
Choosing a holiday—on the NET CS2.6 

Ohariu Brewery (NZ) Home Brew CS2.8 

Visy Recycling CS2.12 


CS2.1 


CS2.2 


SECTION TWO CONSUMER DECISION PROCESS 


errr 2.1 Toyota Lexus 


Brett Martin, Auckland Business School 


In recent years, the Toyota Lexus has been a minor player in New Zealand’s luxury car 
market. However, the arrival of 1998 has seen a bold new approach. 


At first glance it would be fair to say that the luxury car market in New Zealand is 
dominated by German brands. Based on 1996 new car registrations, BMW was the market 
leader, with 47.6 per cent of the market. In second place was Audi with 24.9 per cent, and 
Mercedes-Benz rounded out the top three German brands with a 17.6 per cent market 
share. 

Behind these leading brands, the Japanese Toyota Lexus held fifth position with a 
modest 2.3 per cent market share. At this time the Lexus had a reputation as a gentleman’s 
car, and particular emphasis was placed on after-sales service. For instance, Lexus was first 
to introduce a program of three years’ free service. Lexus owners had only to pay for 
petrol, registration, insurance and phone calls. Yet this differentiation soon came under 
threat as other luxury brands followed suit with their own extensive after-sales service 
programs. Mercedes-Benz even introduced a VIP customer-care program, which can 
include such wide-ranging benefits as free legal and medical advice. There is also the 
Mercedes card which allows owners privileges at Mercedes-sponsored events and 
exhibitions. 

Along with this erosion, other brands in the market have chosen to promote different 
aspects from those offered by Lexus. BMW, the brand that labels itself ‘The Ultimate 
Driving Machine’, goes for performance. Interestingly, 70 per cent of BMWs are bought 
by men. 

In contrast, Audi succeeds with its luxurious sedans by emphasising lifestyle and safety— 
not to mention the publicity gained by its rough-and-tumble four-wheel-drive Audi Quattro 
rally cars. Here, 32 per cent of Audis are sold to men, the remainder being sold to women 
or to couples. 

Print commercials for the brand that lies ahead of Lexus in fourth place—British 
Jaguar—in 1998 carried headings such as: ‘Security built in. Not bolted on.’ Advertising 
copy emphasised that even London’s Metropolitan Police team couldn’t crack the car 
security of the new model. Jaguars also carried the slogan, ‘The World’s Most Exciting 
Cars’. 

Toyota, however, has been far from idle, with the dawn of 1998 seeing the launch of new 
initiatives. The three-year free-service program for the Lexus has been extended to four 
years, and a 24-hour toll-free phone number has been initiated for Lexus owners. 

The product range has also been renovated. In March, the Japanese car giant introduced 
the Lexus GS300 to New Zealand, a model designed with a dramatic new look. Bystanders 
have remarked on its European styling, and the car has been well received in the media. 
One of these reviewers noted its ‘extrovert body shape’ and its ‘sporting yet sumptuous 
interior’. 

In addition to aesthetics, the new Lexus is also matching its European competitors on price. 
Upon its introduction, the GS300 could be bought for $NZ 115 000, comparable to the BMW 
528iSE (§$NZ119 900), the Audi A6 2.8E ($NZ117 000), and the Mercedes-Benz C280 
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Elegance ($NZ111 500). With such changes to its marketing strategy, Toyota is no doubt 
hoping that this sports sedan will gain it a greater slice of the New Zealand luxury car market. 


Sources: Elizabeth Light (1997), ‘A Marque of Class’, Marketing Magazine, June 1997, pp. 28-32; Donn Anderson (1998), 
‘Lexus Goes De Luxe’, New Zealand Herald, 4 March, p. F1. 


Questions 


1. Discuss the ways in which the factors influencing problem recognition could impact 
upon a buyer’s choice between luxury car brands. How could this be reflected 1 in the | 
promotional activities of the different brands? | , | 

2. Imagine you are the marketing manager in charge of the success of the Toyota bea 
How would you measure problem recognition? Would it be necessary to do so? What 
potential benefits could this information give you? ak 

3. It could be argued that the Lexus suffers the disadvantage of not being a European car. 
How is Toyota seeking to overcome these associations? Do you regard this as a successful 
approach? Discuss the new approach of Lexus in terms of consumer decision making. 


7 se 2.2 The directory market is a ‘Big’ or ‘Yellow’ business 


Bill Callaghan, RMIT, Melbourne 


A key information source for consumers (both private and businesses) in cities around the 
world is the Yellow Pages printed telephone directory. In Australia the directory market has 
been estimated by the Commercial Economic Advisory Service of Australia (CEASA) to be 
close to a billion-dollar business. CEASA publishes annual reports on the advertising 
expenditure on all media, including direct marketing, and estimates the market share of 
directories to be around 11 per cent of the total Australian advertising expenditure of 
around $A9 billion (excluding direct-marketing expenditures). For many businesses, 
directories are the dominant advertising media used. 


In Australia, the directory market has been dominated by the Yellow Pages, and competitive 
directories such as the ‘Big’ have had limited success to date. However, competition is 
increasing, and the market is now less regulated. Until recently Telstra’s part ownership of 
Yellow Pages provided competitive advantages because of its database of business customers. 
The US-based company Pacific Access is the managing company in the Australian Yellow 
Pages operation, and has associations with Yellow Pages businesses around the world. The 
deregulation of the telecommunications industry now means that basic information on 
business customers may be purchased so that competitors to Pacific Access can now more 
easily establish directories and sell advertising space in them. 

Pacific Access has a market share of over 80 per cent with its Australian Yellow Pages 
print product, and is determined to maintain and grow its business. The Yellow Pages 
directory is known for its comprehensiveness in terms of coverage of businesses in 
comparison with its competitors, and has been innovative in areas such as colour printing, 
design and layout and managed effective distribution to users. These strategies have 
provided it with a definite competitive advantage in the major capital cities. 
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As well as the major metropolitan directories, however, the markets in regional areas, 
such as the Gold Coast and cities such as Newcastle, are very important to Pacific Access, 
and are now much more competitive than in recent years. In addition, competitors are 
concentrating on providing more localised or community-based directories, not only in these 
markets but also in major capital cities, where separate directories covering advertisers in 
just part of a city are produced and distributed to households in that zone. This reduces the 
bulk of a directory and provides users with information on product and service providers in 
their local area. The ‘Big’ competitor is rumoured to be planning on producing five or six 
different directories for different areas of Melbourne and Sydney instead of their former 
single directory in each city. Competitor directories are often printed on yellow paper, and 
the Yellow Pages brand is not always recognised by users. 

The customer base for Pacific Access is all businesses operating in Australia. The 
estimated number of these businesses is around 800 000, with over 96 per cent of these 
classified as small businesses with fewer than 20 employees in total. These businesses may 
be segmented in various ways, including by industry, size, geographic location and heading 
type in the directory. Currently around 300 000 businesses pay for an entry that highlights 
their offerings, while the remainder are provided with a free line entry in basic text to ensure 
the comprehensiveness and authoritativeness of the directories. Businesses operating 
nationally may of course have entries in several directories and entries under several of the 
2500 headings available. 

Pacific Access’s first challenge is to convince advertisers to pay for entries that will stand 
out from those of competitors and attract the attention of users of the directory. For many 
years the communications strategy used only emphasised to advertisers the increased 
number of customer calls that would be received from a more distinctive or larger entry than 
the basic free entry in plain text. More recently it was recognised that advertisers had 
different and more complex objectives, which could include: : 


> service to existing or past customers, and less focus on the generation of new business 
> image or status associated with a large entry 


To target its advertising services better, Pacific Access has developed a seven-segment 
approach that takes account of the differences in advertiser needs because of the nature of 
their business. These segments are briefly described below. 


Advertiser segments 


1. General public one-off (low value) 


These advertisers have the general public as their main customers, and are generally making 
low-value one-off sales. The repeat level of business is low, and these advertisers rely on a 
high level of new business being generated. They need to maintain a high volume of sales 
because of the low value of each sale. 


2. General public one-off (high value) 


These advertisers also have the general public as their main customers, with a low repeat 
customer rate or very infrequent purchases. The unit sales value is high, however, and this 
segment would include advertisers offering air-conditioners, cars and holidays. 
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3. Business to business (volume sales) 


The advertisers in this group have customers who are mainly other businesses and the nature 
of their business is to supply volume services or products rather than large-value one-off 
contract sales. Building supplies, wholesalers and manufacturers are featured in this group. 
Their customers may be high repeat or one-off in their behaviour, but individual transaction 
values are relatively low. 


4. Business to business (value sales) 


These advertisers provide mainly high-value one-off sales to their customers. They are 
frequently involved in competitive tendering or quoting for work. The relationship with 
customers might be established over a period of time, but repeat business levels are low, and 
infrequent in most cases. 


5. Domestic customers (relationship focus) 


These advertisers have a customer base that is fairly loyal and use their services on a fairly 
regular basis. In most cases the transactions are of fairly low value. Hairdressers and general 
practitioners are examples of the types of advertisers in this segment. 


6. Business-to-business relationship 


These advertisers provide business services that generally involve a high level of relationship 
between the customer and the advertiser. Relationships would generally be ongoing, and 
there is a high level of repeat purchase. Financial and legal services, among others, would be 
covered in this segment. 


7. Reference only 


This group is seen as being mainly used for reference purposes, and its entries are more for 
customer-service reasons than the expectation of new business. The number of entries for 
each heading is usually very large, and headings are small in size. Clubs and other non-profit 
organisations, such as religious organisations and charities, are included in this segment. 


Pacific Access does not limit its attention to the printed directory market. Since late 1997 
it has introduced additional products, including the following: 


» (YPD) Yellow Pages Direct, which allows advertisers paying for this service to be included 
in a database that is searched when consumers ring a freecall number and seek information 
rather than using the printed directory. For example, a consumer may want to book a table 
at a Chinese restaurant in a certain area. The consumer may not have any specific Chinese 
restaurant in mind or may not know the name of any such restaurant, but will have some 
idea of the desired location, and the database is searched accordingly and the information 
passed on. In other cases, consumers may be searching for a specific product, but are 
uncertain about which headings in the directory they should concentrate on. 

> CD ROM versions of the directory, which allow customers to search for information 
using their personal computers. 

>» Internet directories, which provide Website addresses. This Pacific Access service includes 
the design and installation of home pages for advertisers as well as directory entries. 
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Pacific Access has also recently taken over management of the White Pages print directories. 
Advertisers may pay for bold or larger display entries in these alphabetical directories in order 
to look more prominent when consumers are searching for addresses or phone-number 
information. Large businesses can also consolidate their entries in order to help direct 
consumers to call specific divisions or business areas of the organisation when making enquiries. 


Questions 


1. Provide your own examples of types of business advertisers (two or three) that would 
fit into each of the seven segments. 

2. Outline different segmentation bases that Pacific Access could use. In your answer, 

include an appraisal of the seven business psychographic segments described, and their 

advantages and disadvantages. 

Suggest a communication strategy that could be used for each of the seven segments. 

4. A well-known Yellow Pages TV advertisement (still aired in 1998) shows a customer 
searching for spare parts for a Gogomobile, an obscure make of car. Comment on the 
Yellow Pages strategy in directing this advertisement at directory users, and suggest 
which advertiser market segments could consider it relevant to their business. 

5. Directories may be relevant at different stages of the consumer decision making process, but 
are particularly so for the search stage for relatively high-involvement purchases. Comment 
on the possible impact on consumer behaviour of the various information sources offered 
by Pacific Access, including the Yellow and White Pages and its new products. 
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Case DS Choosing a holiday—on the NET 


Cathy Neal, Queensland University of Technology 


Joan and Roger were having dinner one night in their home in Sydney. 

‘So, Joan have you given any thought to where we should go this year for our holidays?’ 

‘I don’t know, Rog, but I’ve been thinking that it’s time for us to have that holiday in Fiji 
we’ve always promised ourselves.’ 

‘Fiyi—that sounds great! But can we afford it this year?’ 

‘Well, I think there are some great deals to be had—we need to shop around and see 
what’s on offer.’ | 

Roger looked at Joan across the table, and picked up his wineglass before replying. 

“Yes, well I’m pretty busy for the next four weeks, we’ve got that new contract to 
complete by the end of June, so I don’t suppose you’d have any time to talk to some travel 
agents about the best deal, by any chance?’ 

“Well, ’'m also pretty busy. We’ve got stocktake coming soon at the shop. I don’t think I 
can get much time during the day in the next couple of weeks!’ 

Roger looked expectantly at Joan. ‘Well, I suppose we’ll just have to wait for our holiday 
a little longer then!’ 


The next day, Joan spoke to her friend Sue at work about their dilemma, explaining that 
she and Roger were both so busy that they couldn’t get around to travel agents to get some 
information. 
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Sue replied, ‘Joan, that’s not a problem these days. Jump on the Net and search for the 
best package deal. Paul, a friend of mine, did the very same thing a couple of months ago, 
and got a great deal on a package holiday to Hawaii. He simply got on the computer and 
visited the sites of several travel agents. Saw what they had to offer and made his decision 
that way. He told me it was really easy, and saved him a lot of time and money as well. 
Maybe you and Roger should try it?’ 

Joan thought about Sue’s suggestion on the way home that night, and mentioned it to 
Roger. She remarked that it seemed like a good idea, and, since they had the computer at 
home, they could search for holiday information together at night, saving time. Roger was 
a little sceptical at first, mainly since he had only used the Internet for general surfing, not 
something as specific as choosing a holiday. 

‘But we might as well give it a try,’ he added. 

After dinner, they sat down to work out what they were looking for in a holiday. Roger 
wrote out a shortlist—obviously price was important; but so was availability of the offer; 
since they both worked, they needed to find a holiday that would match both of their 
schedules, have a duration that suited them, and offer a good package deal. 

They started with a couple of Web addresses that Sue got from her friend Paul, and 
searched for a package that would meet their criteria. They visited Traveland’s site 
[http://www.Traveland.com.au]; Travelcom [http://www.travel.com] and also etravel 
[http://www.t\etravel.com.au]. They were surprised at the amount of information provided 
at these sites, and the fact that they could even find their specific requirements and e-mail 
an agent, to put together a package deal that suited their needs. 

A few days later, they had accumulated a large amount of information from travel 
agencies, including several flight options, information on the various hotel accommodation 
choices, and a range of day trips and other activities they could enjoy while they were in Fiji. 
Both were quite impressed with the information, and with how much easier it was to make 
a decision when the right type of information was available. They even visited the various 
Websites of the hotels mentioned by the travel agents, and were able to examine the different 
room types and facilities. And all was done without even visiting a single travel agency. 

Now they had to decide which package deal was the best for them. Joan was very keen 
on staying at a five-star hotel and spending most of her time relaxing at the swimming pool. 
Roger found some interesting day trips and was keen to do some scuba diving and fishing. 
He didn’t think they needed to stay at a five star hotel—‘What’s wrong with a three-star, 
anyway?’ 

Joan felt that they needed a holiday in order to relax and spend some time together, away 
from their busy lives—and the thought of lying at the pool getting a suntan was a very 
pleasant one. Roger wanted a little more activity on his holiday: ‘We can always relax at 
home, but the chance to go scuba diving and fishing is pretty exciting!’ 

Now that Joan and Roger had collected all the information, they still needed to choose 
the holiday that was right for them. Over dinner, they went back to their original criteria. 
They decided to rank the criteria in order of importance to help them choose. Price was still 
the most important; next they listed timing, as they had to arrange time off from work. Then 
they decided what they wanted to do on the holiday, reviewed what each package offered, 
and finally agreed on how long they wanted to go away for. 

Next, they compared the three holiday packages that they had selected from the Internet 
travel agents to meet their criteria. They labelled them package deal 1, 2 and 3. They scored 
the packages, using a scale of 1 as low and 5 as high. Table A below shows how they 
evaluated the three package deals in terms of their criteria. 
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L able A 


Package 
Criterion 1 2 3 Minimum 
Price 4 5 4 3 
Timing 4 4 5 4 
Activities offered in package 5 Z 4 3 
Length of stay 4 4 3 4 


After comparing the three packages, they decided to go with package deal 1—it satisfied 
their needs, and they could book the holiday the very next day. Both Roger and Joan were 
happy with their selection, and found that the holiday was just what they wanted. They have 
told all of their friends about shopping on the Internet, and are already planning their next 
holiday to Africa—on the Net, of course! 


Questions 


1. Which decision rule do you think Joan and Roger used in choosing their holiday? 

2. What other decision rules could they have used to help them make their decision? 

3. What were the benefits for them in using the Internet to collect information and choose 

a holiday over more traditional methods? 

How could travel agents enhance their services to their customers by using the Internet? 

5. Are travel agents in danger of being left out of the transaction if customers can go direct 
to hotels or airlines to book their holiday? What could they do about this situation? 


a 


ore 2.4 Ohariu Brewery (NZ) Home Brew 


Pascale Quester, University of Adelaide 


Ohariu Brewery was established in 1884 on New Zealand’s South Island by Tim Rogers. A 
chef by trade, Tim turned to brewing when his wife asked him to brew a batch of ale from 
an old family recipe to help cure an illness. Not only did the ale help cure the illness, it also 
received instant recognition from Tim’s friends. This encouraged him to set up a brewery. 


When Tim died in 1907, the business was left to his two sons, who continued the family 
tradition of making high-quality beers. By the turn of the century, Ohariu Brewery Limited 
was regarded as a brewer of distinction even by competitors, and although it was still a 
relatively small concern, many South Island hotels stocked the Ohariu range. 
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Today, Ohariu beers are enjoyed by connoisseurs the world over. The company has also 
diversified, and now manufactures a range of home brew and food products, all highly 
successful. It exports actively to the Australian market as well as further afield. 

Originally intended as a spinoff from the core range of beer products, Ohariu Homebrew 
has been so successful that it is now regarded as one of the core products of the company. 
However, in 1995/96 the market matured, which prompted management to examine its 
strategies closely with the aim of protecting the company’s position. 


Ohariu Homebrew 


There are a number of homebrew kits available in the New Zealand and Australian markets. 
As a result, a first step involved making a comparative assessment of the product. In contrast 
with its competition, Ohariu Homebrew offered a number of advantages: 


the absence of any artificial additives or preservatives 
a comprehensive instruction booklet 

an attractive can, providing good in-store visibility 
widespread distribution 

the fact that it was New Zealand made 
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However, the product also suffered from a number of limitations: 


> soft tin-plate 
» an easily removable lid 
» a lack of after-sales service and support. 


In the Australian market, Ohariu faced some competition from Wander, Coopers and 
John Bull, as well as a number of house brands and generic products. Wander, with a 28 per 
cent market share, provided a large range of brewing equipment and exhibited a strong 
service orientation but suffered from poor distribution. Its current strategy appeared to be 
that of market penetration, with sales-promotion and volume-discount policies. 

House brands and generics were simply competing on price alone, and together 
represented a market share of 15 per cent in 1996, a 1.5 per cent increase over the previous 
year. Produced by a local manufacturer, and catering for the budget brewer, they appeared 
to be sold primarily to the type of new brewer who experiments before settling on one of 
the more popular beers such as Wander or Coopers. 

John Bull, an imported brand positioned as the ‘best of British’, was also targeted at the 
value for money market and sold for $A8.95, or $A1 less than Wander and $A2 less than 
Coopers. Heavy discounting, however, revealed that the brand had failed to capture any 
significant market share despite a product and market development strategy for growth. In 
addition to those competitors, the market comprised more than ten other small competitors, 
of which Ohariu is one. 


The Australian homebrew market 


Generally, Ohariu Brewery segmented its markets according to usage and place of purchase. 
This segmentation resulted in three segments, each of which could be further segmented 
based on other characteristics, namely wholesalers (homebrew wholesalers), customers 
(supermarket, homebrew shops) and consumers (potential brewers, new and recent brewers 
and loyal brewers). 
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The benefits sought by each segment obviously varied. While wholesalers were concerned 
about price, choice, service and availability of the product, supermarkets were concerned 
with price, magnitude of advertising support, product quality and supplier service. 
Consumers also seemed concerned with price, but valued taste and convenience as well as 
the opportunity to face a particular sort of challenge in manufacturing their own beer. 

In 1995, Ohariu Brewery was considering a more aggressive approach to the Australian 
market. For this purpose, it commissioned some market research. Initially, this research 
explored the outlet choice by Australian home brewers. This is shown in Table A. Additional 
information was also obtained on the number of specialty outlets in Australia, as 
summarised in Table B. 


L able A Outlet selection per age group (N = 2010) 


Where did you buy your homebrew? 


Total Supermarket Homebrew shop Other 
Age 1 990 (100%) 1 815 (91.4%) 141 (7%) 30 (1.5%) 
18-24 16 (0.8%) 16 (0.8%) 0 ©) 
25-34 168 (8.5%) 152 (8.4%) 13 (9.2%) 3 (10%) 
35-44 392 (19.7%) 362 (19.9%) 24 (17.0%) 6 (20.0%) 
45-54 384 (19.3%) 342 (18.8%) 35 (24.8%) 7 (23.3%) 
55+ 1 026 (51.7%) 943 (52.0%) 69 (48.9%) 14 (46.7%) 


L able B Number of homebrew shops in major capital cities, 1990-96 


State 1990 1991 1992 1993 1994 1995 1996 Total 
WA 6 6 i 11 15 vi 15 67 
SA 5 6 6 6 8 13 15 59 
QLD 15 20 22 18 18 21 17 131 
NSW ig 12 14 18 22 26 28 131 
VIC 4 5 2) 7 10 15 15 61 
TAS 2 2 S. 2 2 2 3 16 
NT 4 5 Z e) 4 3 23 


Total 47 56 59 67 79 87 93 
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In order to understand better the needs and wants of its end Australian consumers, as well as the 
differences between the homebrew shopper and the supermarket consumer, Ohariu Brewery 
commissioned further market research into how and why people buy home brew products. A summary of 
this research is presented below: 


» Seven per cent of respondents bought their homebrew from a homebrew shop, 91 per cent from a 
supermarket, and the rest from other outlets such as general stores. 

» These homebrew shop customers are slightly more likely to have bought other types of brew than 
supermarket customers. 

> The age profile of homebrew shop customers is not significantly different from that for supermarket 
customers, and the main age group is those aged 55 and over. Fifty-eight per cent of homebrew shop 
customers are from NSW/ACT, followed by Queensland (34 per cent) and Victoria (14 per cent). 

> Fifty-two per cent of those who bought their homebrew from a home brew shop are working, 
compared to 48 per cent of those who bought from a supermarket. 

» Homebrew customers seem genuinely to prefer to buy from these outlets. Fifty-two per cent of current 
homebrew customers prefer to buy from a homebrew shop. 

> Homebrew customers are predominantly men. They also take responsibility for the purchase, 
although some of them rely on their spouses or partners for the purchase. 

» There is no significant difference in the results of brewing for homebrew shop and supermarket 
customers. 

» All home brewers found instructions similarly easy to follow. Seventy-five per cent of homebrew shop 
customers modified the printed instructions, compared to 25 per cent of supermarket customers. 

> Homebrew shop customers are more likely than supermarket customers to have bought other brands 
of homebrews in the last 12 months. Forty-three per cent of homebrew shop customers had bought 
other brands, compared to 38 per cent of supermarket customers. 

> Homebrew shop customers are less likely than supermarket customers to be recent Ohariu Homebrew 
purchasers. Nine per cent of home brew shop customers had started brewing Ohariu in the last 12 
months, compared to 11 per cent of supermarket customers. 

» Among homebrew shop customers, the overwhelmingly popular reason for brewing was to save 
money (69 per cent); the next most popular was taste (55 per cent). 

> Perceptions of homebrew shop customers about Ohariu Homebrew were the same as those of 
supermarket customers. Ninety-nine per cent reported a sense of achievement, 92 per cent stated that 
they had friends who also regularly brewed, 96 per cent felt that the resulting beer compared well with 
commercial beers, and 99 per cent said they would continue to use Ohariu Homebrew. 

>» Ninety-two per cent of homebrew shop customers buy commercial beers, compared to 89 per cent of 
Ohariu supermarket customers. 

> People who buy from a homebrew shop like buying their beer there and are more prepared to buy 
other products as well, and are likely to be working, and to have more income than other 
customers. 


Ohariu is aware that this dual type of distribution channel, while it serves two different segments, also 
poses a number of problems. Recognising that any indirect distribution channel, be it shop or 
supermarket, will result in some loss of control over some elements of the marketing mix, the company is 
also mindful that supermarkets always exercise pressure for products to be put on sale. The myriad of fees 
charged for shelf space also makes it very difficult to control the price to the consumer. 

The specialist homebrew trade is also unique, since wholesalers are retailers and manufacturers, and 
they may wholesale other competing products, making brand loyalty difficult to achieve. Wholesalers also 
try to compete with supermarkets on price, which results in small margins and potential resentment 
towards Ohariu. 
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Questions 


1. Which situational influences are at play when consumers are purchasing Home Brew 
products? Are there other situational influences related to the consumption situation? Be 
specific. 

2. What are the main factors determining the type of outlet from which homebrew 
products are purchased? 

3. How can Ohariu use its understanding of the above to break into the Australian market? 


ore 2.5. Visy Recycling 


Kimble Montagu and Peter E. Wagstaff, Monash University 


Over the past ten years, Australians’ awareness of the need to ‘reduce, re-use and recycle’ 
their household rubbish has been increasing. Visy Recycling has played an important role in 
changing the attitudes of consumers towards recycling. 


Visy Recycling is a division of Visy Industries, one of the largest packaging companies in 
Australia. With operations in all states of Australia, and also in New Zealand and the United 
States, Visy is a world force in packaging. Recently, Visy Industries opened a large recycling 
and paper plant in New York. 

In January 1995, Visy Recycling entered the kerbside recycling market. It was already 
well entrenched in procuring cardboard and paper waste from commercial and industrial 
markets, but the company’s kerbside expansion ensured an additional supply of waste paper 
to service the Visy paper mills. Furthermore, Visy’s kerbside operation introduced Visy 
Recycling into other areas of recycling. Its successful growth has been attributed to both 
Visy Industries’ commitment to the environment, and growing consumer and industry 
awareness of the importance of reducing waste in landfill sites. 

Other than waste collected from industry, Visy Recycling receives waste from over 
300 000 homes in Victoria alone. Its main site, in Melbourne’s outer suburb of Laverton, 
processes in excess of 150 tonnes of household waste each day, consisting of glass, plastic, 
aluminium, paper and steel. Many of these commodities are being used as raw materials to 
manufacture innovative end-use products: for example, broken glass is being manufactured 
into blasting abrasives and milk bottles into plastic shopping bags. Additionally, some of 
the processed waste is sold to be used as raw materials in the manufacture of recycled 
products. These aspects of Visy Industries’ operations have contributed to the growth of 
the division. 


Kerbside recycling in Australia 


The first kerbside recycling programs in Melbourne commenced in the early 1980s. These 
programs were primarily driven by the demand for raw materials, and local councils 
provided the service as a means of increasing their revenue through the sale of collected 
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materials. However, changing attitudes towards environmental issues during the late 1980s 
and early 1990s resulted in increased participation by Melbourne households, resulting in: 


» increased collection costs to support the more complex infrastructure 
>» the volume of collected materials exceeding industry’s demand for raw materials 
» the need for councils to fund their own kerbside recycling services 


The Environment Protection (Resource Recovery) Act 1992 has set an objective to 
‘Encourage recycling with a view to reducing by 50 per cent the amount of waste going to 
landfill by the Year 2000’, and a further goal of a 65 per cent reduction in landfill waste by 
the year 2005. To achieve these goals, most councils have provided each household with a 
bin specifically for recyclable materials, and have increased the annual garbage collection fee 
to cover the additional infrastructure costs. 

A recent survey of Melbourne residents aged between 18 and 80 years by the Waste 
Management Council and the Recycling & Resource Recovery Council showed the 
following: 


» The member of the household who is most active in ensuring things are sorted and 
recycled is most likely to be the wife/mother/female. 

» Ninety-eight per cent agreed that the way we collect and dispose of waste is an 
important environmental issue. 

» Ninety-five per cent believe that it is important to reduce the amount of waste that our 
community generates. 

» Forty per cent of households were ‘actively involved’ in kerbside recycling, while 33 per 
cent were ‘fairly actively involved’. 

» Only 15 per cent agreed that, ‘So long as my rubbish gets taken away I’m not concerned 
what happens to it’. 


When asked why people recycle, only 31 per cent of households mentioned the personal 
benefit of convenience. The most frequent reasons given were those focusing on community- 
based benefits, including the fact that recycling helps to protect the environment and 
conserve natural resources, there is a need for the community to reduce the amount of 
rubbish dumped, and recycling helps to reduce litter. 

Recently there have been a number of factors that could harm positive attitudes towards 
recycling. Some media reports have claimed that a large proportion of items collected for 
recycling are being dumped in landfill sites. Additionally, there is now increased awareness of 
the high infrastructure and transportation costs for the operation of recycling programs. Visy 
Recycling understands the importance of these issues, and is constantly reviewing its marketing 
strategies to ensure the community’s motivation to recycle its household waste remains high. 


Sources: Adapted from: Waste Management Council and Recycling & Resource Recovery Council (1995), ‘Recycling with 
Attitude’, report; and Environment Protection Authority (1991), Understanding Why People Recycle, EPA, Victoria. 


Questions 


1. What are some of the factors that influence a consumer’s decision to recycle? Discuss the 
relevant motivation and learning theories in your answer. 

2. What are some of the attitude-change strategies (see Chapter 11) that Visy Recycling 
could use to improve further the participation rates among Australian households? 

3. What are the emerging and likely future trends for recycling in Australia? 

4. How can Visy Recycling capitalise on these emerging trends? 


SECTION THREE 


nternal influences 


The shaded area of the model shown on the previous page is the focal point for this section of the 
text. Our attention now shifts from the different steps involved in purchase decision making to the 
processes by which individuals react to group influences, environmental changes and marketing 
efforts. 


The perception and processing of information for consumer decision making is the subject of 
Chapter 8. Then the learning process necessary for consumer behaviour is discussed in Chapter 9. 
Chapter 10 examines motivation, personality and emotion. Consumer attitudes are the focus of 
Chapter 11, and these are considered as representing consumers’ basic orientations in terms of 
products and marketing activities. Attitudes are discussed at this stage in the text because they are 
the actual manifestations of our learning about products, and are the basic concepts that marketers 
can measure and use to predict purchase tendencies. They are a relatively stable composite of 
knowledge, feelings and behavioural orientations that people bring to specific purchase situations. 


SECTION [HREE 


nternal influences 


Attitudes/Needs —¥ 


Situations 


Marketing 


activities 
aay = Culture Problem < —--—4 
y recognition 
| 
ees Values | 
Perception | . Information — — — 
a wea search 

ee Consumer — 

eres: ISUT eae Se el 
Motives lifestyle Demographics Evaluation and 


selection 


Oe Social 


status 


— 


Personality 


Store choice 
and purchase 


Reference 
Emotions | Sroups 


Postpu rchase processes 


Household 


Ce Experiences 


Situations 


CHAPTER 8 


erception 


Chapter objectives 


When you have worked through this chapter, you should understand: 


> 
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how consumers process information 

the different steps involved in information processing 

which factors influence this process 

the way children process information 

the implications of perception for retail, brand and communication strategies 


8.1 


8.2 
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hen Kolotex launched its Voodoo range in June 1997, this generated almost 
instant awareness, and more public attention than was intended. The core brand 
had existed since 1992, but 1997 saw the Voodoo Designer Collection advertised by 
Sydney agency Oddfellows on billboards, with two giant naked men carrying a model 
wearing one of the company’s product. In addition to traditional magazine print ads, the 
agency felt that outdoor advertising would offer more ‘cut-through’. As a result, high- 
traffic areas of every major capital city in Australia became the site of large-size displays 
of the incongruous and somewhat disconcerting image of a young, attractive woman 
riding on two giant truncated male bodies. Denying any intention to provoke a 
controversy intentionally, Kolotex marketing manager Graham Newman says the aim 
was to position the brand without using price promotion. The pantyhose market had 
long been plagued by consumer perceptions that products varied little between brands, 
and that such an undifferentiated product should be bought on price. The campaign met 
with a barrage of criticism, however. Many complaints were lodged with the company, 
and reported on evening television. In response to widespread negative industry and 
consumer reaction—especially by women—the billboards were removed, even though 
cinema and print ads continued. Yet, despite the controversy, the company was pleased 
with the end result, and decided to use outdoor advertising and shock value again for its 
latest range, Kicks.! | 
Organisations spending millions of dollars on advertising want people to see and 
understand it. A sound knowledge of perception is essential for understanding, and in most 
instances avoiding, the sorts of problems described above when communicating with various 
target audiences. Perception is the critical activity that links the individual consumer to 
group, situation and marketer influences. 
This chapter discusses: 


1. the nature of perception 
2. exposure 

3. attention 

4. interpretation 

oF 


the marketing applications of the perception process 


The next chapter focuses on two of the outcomes of this process: learning and memory. 


The nature of perception 


Information processing is a series of activities by which stimuli are transformed into 
information, and stored. 

Figure 8.1 illustrates a useful information-processing model.* This model views infor- 
mation processing as having four main steps or stages: exposure, attention, interpretation 
and memory. The first three of these constitute the perception process. Exposure occurs 
when a stimulus such as a billboard comes within range of a person’s sensory receptor 
nerves—the optic nerve in the case of vision, for example. 

Attention occurs when the receptor nerves pass the sensations on to the brain for 
processing. Interpretation is the assignment of meaning to the received sensations. Memory 
is the short-term use of this meaning for immediate decision making, or the longer term 
retention of the meaning. 
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Ss, igure 8.1 Information processing for consumer decision making 
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Figure 8.1 and the above discussion suggest a linear flow from exposure to memory. 
However, these processes occur virtually simultaneously, and are clearly interactive. That is, 
memory influences the information consumers are exposed to and attend to, and the 
interpretations they assign. At the same time, memory itself is being shaped by the 
information it is receiving. 

Both perception and memory are extremely selective. Of the massive amount of 
information available, an individual can be exposed to only a limited proportion. Of the 
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information to which the individual is exposed, only a relatively small percentage is attended 
to and passed on to the central processing part of the brain for interpretation. 

Much of the interpreted information will not be available to. active memory when the 
individual needs to make a purchase decision. This is illustrated in Figure 8.2. Clearly, the 
marketing manager faces a challenging task when communicating with consumers. 


07 igure 8.2 Selective nature of information processing 
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Exposure, as noted above, occurs when a stimulus comes within range of our sensory 
receptor nerves. For an individual to be exposed to a stimulus requires only that the stimulus 
be placed within the person’s immediate environment. The individual need not perceive the 
stimulus in order for exposure to have occurred. 

As Figure 8.2 shows, an individual is generally exposed to no more than a small fraction 
of the available stimuli. We normally watch only one television station at a time, read one 
magazine, newspaper or book at a time, and so on. It is important for marketers to 
understand what determines which specific stimuli an individual will be exposed to, and 
whether this is a random process or a purposeful one. 


CHAPTER 8 PERCEPTION 


For example, you are clearly reading this text for a particular reason. Most of the stimuli 
to which an individual is exposed are ‘self-selected’. In other words, people deliberately seek 
out exposure to certain stimuli, and avoid others. 

Evidence of the active, self-selecting nature of exposure can be seen with ‘zapping’. 
Zapping occurs when television viewers switch channels or fast-forward (if watching a 
prerecorded show) when commercials occur on television. The advent of remote-controlled 
television sets and VCRs has made this easy to do, and most consumers with this equipment 
actively avoid commercials.° 

What influences the types of stimuli people seek out? Generally, consumers seek 
information that they think will help them to achieve certain goals. These goals may be 
immediate or long range. Immediate goals could involve seeking stimuli such as a television 
program for amusement, an advertisement to assist in a purchase decision, or a compliment 
to enhance the self-concept. Long-range goals could involve studying this text in hopes of 
passing the next exam, obtaining a degree, becoming a better marketing manager, or all 
three. An individual’s goals, and the types of information needed to achieve those goals, are 
a function of the individual’s existing and desired lifestyle, and such short-term motives as 
hunger or curiosity. 

Of course, as consumers we are also exposed to a large number of stimuli on a more or 
less random basis during our daily activities. While driving, we hear commercials on the car 
radio, see outdoor posters and display advertisements, and so on, that were not purposefully 
sought out. Likewise, even if television viewers now have remote control, they do not always 
‘zap’ commercials. 


Aittention 


Attention occurs when the stimulus activates one or more sensory receptor nerves, and the 
resulting sensations go to the brain for processing. Consumers are constantly exposed to 
thousands of times more stimuli than can be processed. The average Australian or New 
Zealand supermarket is estimated to have about 16 000 individual items. It would take 
hours to attend to each of them. Therefore, grocery shoppers have to be selective in 
attending to marketing as well as other messages. 

This selectivity has major implications for marketing managers and others concerned 
with communicating with consumers. Readership of direct-mail advertisements dropped 
from over two-thirds in the 1970s to less than half in the late 1980s.* Figure 8.3 illustrates 
the results of a recent Australian study which found that, during the average prime-time 
commercial break, only 86.2 per cent of the audience remains in the room, and merely 
40% of those (ie. 34.2 per cent of the total audience) watch the screen through the 
commercial.° 

Obviously, anyone wishing to communicate effectively with consumers must 
understand how to obtain attention after obtaining exposure. Some companies go to great 
lengths to try to secure their target consumers’ attention to their advertising message. 
Nescafé and Fernleaf Butter, for example, are two companies that have built their 
television commercials around recurring characters, using a soap-opera-like story to 
ensure that consumers ‘tune-in’ to find out what has happened since the last commercial 
in the series. Exhibit 8.1 shows how advertisers can effectively capture attention with 
print media as well. 


8.5 


8.6 


SECTION THREE 


igure 8.3 


Reading/talking 


INTERNAL INFLUENCES 


Attention paid to prime-time television commercials 
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Source: Quadrant Research Services NABA (1995), Starch Database, September. 


xhibit 8.1 


Capturing attention with print-media advertising 


Your eyes, cars, heart and mind will open 
with The Australian Opera’s 1997 Season Brochure. 
Send now for your free copy, containing all the spectacle 


that only the Opera can deliver. 


Name (aU Mersetdissibs) 
Hast ase} 


POS Ode. ene 


Evening: 


tor Metooarte 

Seaton und ke 

Peply Paes ABA 222 
f The Acntetinn Opera 
} PO ex 359 
Skat Methouns 


NIC Sees. 
+ FRO. (03) SEZ 1873. 
WARE QMIRE 12.96 


CHAPTER 8 PERCEPT LON 8.7 


What determines or influences attention? At this moment you are attending to these 
| words. If you shift your concentration to your feet, you will most likely become aware of 
the pressure being exerted by your shoes. A second shift in concentration to sounds will 
probably produce awareness of a number of background noises. These stimuli are available 
| all the time, but are not processed until a deliberate effort is made to do so. However, no 
| matter how hard you are concentrating on this text, a loud scream or a sudden hand on your 
shoulder would probably get your attention. 

Of course, attention always occurs within the context of a situation. The same individual 
may devote different levels of attention to the same stimulus in different situations. Attention, 
therefore, is determined by three factors: the stimulus, the individual, and the situation. 


Stimulus factors 


Stimulus factors are physical characteristics of the stimulus itself. A number of stimulus 
characteristics tend to attract our attention independently of our individual characteristics.° 


Size and intensity 


The size of the stimulus influences the probability of attention being paid to it.’ Larger stimuli 

| are more likely to be noticed than smaller ones. Therefore, a full-page advertisement is more | 
likely to be noticed than a half-page advertisement. Figure 8.4 indicates the relative attention- | 
attracting ability of various sizes of magazine advertisements.® In addition, advertisements with 

longer copy have been found to be more effective in attracting the attention of industrial buyers 

than advertisements with shorter copy.’ Insertion frequency, the number of times the same 

advertisement appears in the same issue of a magazine, has an effect similar to advertisement 

size. Three insertions generate more than twice the impact of one insertion.!? The intensity (e.g. 

loudness, brightness) of a stimulus operates in much the same manner as size. 


S. igure 8.4 Impact of ad size on advertising readership 
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Source: News Limited (1995), ‘Readership of Newspaper Advertisements’, Newspaper Advertising Bureau of Australia, 
| September, p. 5. 
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Colour and movement 


Both colour and movement serve to attract attention, with brightly coloured and moving 
items being more noticeable. A brightly coloured package is more apt to receive attention 
than a dull package. A study on the impact of colour in newspaper advertising concluded 
that ‘median sales gains (on reduced-price items) of approximately 41 per cent may be 
generated by the addition of one colour to black-and-white in retail newspaper 
advertising’.'! Figure 8.5 shows the relative attention-attracting ability of mono- 
chromatic and four-colour magazine ads. However, the impact of contrast can reverse 
this. That is, if all the advertisements in a magazine are in colour, a black-and-white 
advertisement may attract substantial attention. Moreover, since colour is usually more 
expensive, marketers should be aware that it could become less cost effective than 
monochromatic ads.! 


C7 igure 8.5 Impact of colour on advertising readership 
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Source: News Limited (1995), ‘Readership of Newspaper Advertisements’, Newspaper Advertising Bureau of Australia, 
September, p. 5. 


Position 


Position refers to the placement of an object in a person’s visual field. Objects placed near 
the centre of the visual field are more likely to be noticed than those near the edge of the 
field. This is a primary reason why consumer-goods manufacturers compete fiercely for eye- 
level space in grocery stores. Research conducted by News Limited in Australia indicates 
that advertisements are less noted when located in the final quarter of the issue. This 
research also seems to contradict prior belief that the right-hand side position would foster 
advertising effectiveness. Instead it found that right-hand page ads were only very 
marginally better noticed than their left-hand-page counterparts (34 per cent versus 33).!3 
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Isolation 


Isolation means the separation of a stimulus object from other objects. The use of ‘white 
space’ (placing a brief message in the centre of an otherwise blank or white advertisement) 
is based on this principle. Exhibit 8.2 illustrates the effective use of this principle. 


xhibit 8.2 Effective use of isolation 


QUIETLY CHAMomIE EASieR on THe palate CES 


HERBAL INFUSION 


Format 


Format refers to the manner in which the message is presented. In general, simple, 
straightforward presentations receive more attention than complex presentations. Elements 
in the message that increase the effort required to process the message tend to decrease 
attention. Advertisements that lack a clear visual point of reference or have inappropriate 
movement (too fast, slow or ‘jumpy’) increase the processing effort and decrease attention. 
Likewise, audio messages that are difficult to understand as a result of foreign accents, 
inadequate volume, deliberate distortions (computer voices), loud background noises, and 
so on, also reduce attention.!4 However, format interacts strongly with individual 
characteristics. What some individuals find to be complex others will find interesting. 
Format, like the other stimulus elements, must be developed with a specific target market in 
mind. 


Compressed messages 


Initial research indicated that speeding up a message could increase attention. Such messages 
are termed compressed messages. In one experiment, 30-second commercials were reduced 
to 24 seconds via a device that did not produce sound distortions. The compressed 
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commercials were found to be more interesting than, and to generate at least the same level 
of product recall as, standard commercials.'!° Research also suggests that compressed 
commercials do not distract from attention, and may even increase attention. Moreover, 
attention level will vary with the type of message, the product, and the nature of the 
audience. For example, a recent television campaign for Sony generated quite a debate in 
advertising circles as a result of its ‘frenetic’? pace and seemingly disjointed and confusing 
images. Yet the advertisements were developed for people under 30, and market research 
showed the advertisements to be effective with that particular target.!° 


Information quantity 


A final stimulus factor, information quantity, relates more to the total stimulus field than to 
any particular item in that field. Although there is substantial variation among individuals, 
all consumers have only a limited capacity to process information. Information overload 
occurs when consumers are confronted with so much information that they cannot or will 
not attend to all of it.'” Instead, they become frustrated, and either postpone or give up the 
decision, make a random choice, or utilise a suboptimal portion of the total information 
available. 

There are no general rules or guidelines concerning how much information consumers 
can or will use. Marketers, federal and state governments and various consumer groups all 
want product labels, packages and advertisements to provide sufficient information to allow 
for an informed decision. One approach is to provide all potentially relevant information. 
This approach is frequently recommended by regulatory agencies, and is required for some 
product categories such as drugs. However, problems can arise with this approach. For 
example, a relatively simple one-page advertisement for an over-the-counter medicine would 
require a second full page of small type telling of dosage, precautions and warnings, in order 
to comply with full-disclosure regulations. 

The assumption behind the full-disclosure approach is that each consumer will utilise 
those specific information items required for a particular decision. Unfortunately, consumers 
frequently do not react in this manner, particularly for low-involvement purchases. Instead, 
they may experience information overload, and ignore all or most of the available data. 

For this reason, the regulations should be concerned with the likelihood that information 
will be attended to, rather than simply its availability. Marketers generally try to present the 
key bits of information, and use message structures that make complete processing easy. 


Individual factors 


Individual factors are characteristics of the individual. Interest or need seems to be the 
primary individual characteristic that influences attention. Interest is a reflection of overall 
lifestyle as well as a result of long-term goals and plans (e.g. becoming a sales manager) and 
short-term needs (e.g. hunger). Short-term goals and plans are, of course, heavily influenced 
by the situation. In addition, individuals differ in their ability to attend to information.!8 
Individuals seek out (have exposure to) and examine (attend to) information relevant to 
their current needs. For example, an individual contemplating a holiday is likely to attend 
to holiday-related advertisements. Individuals attending to a specialised medium, such as 
Boating Magazine or Business Review Weekly, are likely to be particularly receptive to 
advertisements for related products.!? Parents with young children are more likely to notice 
and read warning labels on products such as food supplements than are individuals without 
young children.*° Recent studies also show that a group of consumers, with the coined name 
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‘adversarial shoppers’, is becoming increasingly suspicious of many marketing activities, 
including advertising claims of superiority, health benefit or environment friendliness. 


Found in all age groups, these consumers do not believe that price is still a valid indicator 
of quality.?! 


Situational factors 


Situational factors include stimuli in the environment other than the focal stimulus (i.e. the 
advertisement or package) and/or temporary characteristics of the individual that are 
induced by the environment, such as time pressures or a very crowded store. 

Obviously, individuals in a hurry are less likely to attend to available stimuli than are 
those with extra time (for example, if you have ever been on a long flight without a book, 
you may recall reading even the advertisements in the airline magazine). Individuals in an 
unpleasant environment, such as an overcrowded store (see Chapter 2) or a store that is too 
noisy, too warm or too cold, will not attend to many of the available stimuli as they attempt 
to minimise their time in such an environment. 


Contrast 


Contrast refers to our tendency to attend more closely to stimuli that contrast with their 
background than to stimuli that blend with it.2* Contrast has been found to be a primary 
component of award-winning headlines. 7? A major contrast to expectations, or to other 


material surrounding the advertisement, may cause many to attend to advertisements (see 
exhibits 8.3 and 8.4). 


xhibit 8.3 A contrast to expectations (in a women’s magazine) 


WORSHIP THE SUN WITHOUT 


SACRIFICING YOUR SKIN. 


One look at an alligator will tell you that lying around in the sus all day is 


riot good for your skin. And that’s why you need Rosken* Skin Repair — 


with Vitamin £ Used daily, it moisturises, nourishes and restores dry skin, 


teaving your whole body siiky smooth, even after a month of sun days. 


ROSKEN* SKEN REPAIR. THE DRY SKIN SPECIALIST, 
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xhibit 8.4 Using the unexpected to gain attention 


MAN HALF A HORSE POWER, 
BLE THE LOOKS. : 


Over time, people adjust to the level and type of stimulus to which they are accustomed. 
Therefore, an advertisement that stands out when new will eventually lose its contrast effect. 
There is a body of knowledge called adaptation level theory that deals with this 
phenomenon. 

Adaptation level theory is advanced as a major explanation for a decline in the impact of 
television advertising. In 1965, 18 per cent of television viewers in the USA could correctly 
recall the brand in the last commercial aired; that figure dropped to 7 per cent by the 1980s. 
Viewers have adapted to the presence of television and increasingly use it as ‘background’ 
while doing other things.** In Australia, a 1990 phone survey of 1024 homes immediately 
after television commercial breaks showed that two-thirds of those with television sets had 
not watched the advertisements and that, of the 34 per cent who did, only 4 per cent could 
recall either the advertiser or the product advertised in the break!?5 Adaptation level is also 
the reason the commercial break is accompanied by an increase in volume. Viewers are 
accustomed to a particular noise level, and increasing this will ‘force’ their attention— 
unless, of course, it causes them to hit the ‘mute’ button! 


Non-focused attention 


So far, this chapter has discussed a fairly high-involvement attention process in which the 
consumer focuses attention on some aspect of the environment due to stimulus, individual 
or situational factors. However, stimuli may be attended to without deliberate or conscious 
focusing of attention. 
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Hemispheric lateralisation 


Hemispheric lateralisation is a term applied to activities that take place on each side of the 
brain. The left side of the brain is primarily responsible for verbal information, symbolic 
representation, sequential analysis and the ability to be conscious and report what is 
happening. It controls those activities typically called rational thought. The right side of the 
brain deals with pictorial, geometric, non-verbal information and information that is not 
chronological, without the individual being able to report it verbally. This side of the brain 
works with images and impressions. 

The left brain needs fairly frequent rest. However, the right brain can easily scan large 
amounts of information over an extended period. This has led to the suggestion that it is 
‘the right brain’s picture-taking ability that permits the rapid screening of the environment— 
to select what it is the left brain should focus on’.?§ 

While this is a difficult area to research, the evidence indicates that there is some validity 
to the theory, and that advertising, particularly advertising repeated over time, will have 
substantial effects that traditional measures of advertising effectiveness cannot detect. The 
nature of these effects is discussed in more detail in the next chapter. However, applied 
research on this topic is just beginning, and much remains to be learned.?” 


Subliminal stimuli 


There is evidence to indicate that some stimuli or messages, called subliminal messages, are 
attended to without awareness, even if the individual tries to focus attention on them. A 
message is subliminal if it is presented so fast or so softly, or is so masked by other messages, 
that the individual is not aware of ‘seeing’ or ‘hearing’ it. 

Public interest in masked subliminal stimuli has been enhanced by two books?® in which the 
author reports on numerous advertisements that have supposedly contained the word ‘sex’ in 
ice cubes, or nude bodies in the shadows. Most, if not all, of these symbols are the chance 
result of preparing thousands of print advertisements each year (a diligent search could no 
doubt produce large numbers of religious symbols, animals, or whatever—if you look at 
enough advertisements, you will find a random shape that could be evocative of a skull, a 
breast, and so on, even though the creator of the ad has not intended this). Such masked 
symbols (deliberate or accidental) have been shown to have very mild effects on performance 
on subsequent tests of imagery or imagination.*? However, they do not appear to affect 
standard measures of advertising effectiveness, or to influence consumption behaviour.” 

Research on messages presented too rapidly to elicit awareness indicates that such 
messages have little or no effect. Hence, though the general public is concerned about 
subliminal messages,>! such messages do not appear to present a threat to the general public, 
nor do they offer a potentially effective communications device.** 


Interpretation 


Interpretation is the assignment of meaning to sensations. It is a function of the Gestalt, or 
pattern, formed by the characteristics of the stimulus, the individual, and the situation, as 
illustrated in Figure 8.6. Note that interpretation involves both a cognitive, or factual, 
component, and an affective, or emotional, response. 

Cognitive interpretation is a process whereby stimuli are placed in existing categories of 
meaning.’’ This is an interactive process. The addition of new information to existing 
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07 igure 8.6 Determinants of interpretation 


Individual 
characteristics 


Interpretation 
° Cognitive 


Stimulus 


characteristics 
° Affective 


Situational 
characteristics 


categories also alters those categories and their relationships with other categories. When the 
compact disc player was first introduced to consumers, they most probably grouped it in the 
general category of record players in order to be able to evaluate it. With further experience 
and information, many consumers have gained detailed knowledge about the product, and 
have formed several subcategories for classifying the various brands and types.*4 

It is the individual’s interpretation, not objective reality, that will influence behaviour. For 
example, a firm may introduce a high-quality new brand at a lower price than existing 
brands because the firm has a more efficient production or marketing process. If consumers 
interpret this lower price to mean lower quality, the new brand will not be successful, 
regardless of the objective reality. 

The above example indicates the critical importance of distinguishing between lexical or 
semantic meaning—the conventional meaning, found in the dictionary, assigned to a word— 
and psychological meaning, the specific meaning assigned to a word by a given individual 
or group of individuals, based on their experiences and the context or situation in which the 
term is used.°° 

For example, the semantic meaning of the expression on sale is ‘a price reduction from 
the normal level’. However, when applied to fashion clothes, the psychological meaning that 
some consumers would derive is, “These clothes are, or soon will be, out of style.’ 

Affective interpretation is the emotional or feeling response triggered by a stimulus such as an 
advertisement.°° Like cognitive interpretation, there are ‘normal’ (within-culture) emotional 
responses to an advertisement (for example, most Australians and New Zealanders experience a 
feeling of warmth when seeing pictures of young children, such as the one shown in Exhibit 8.5). 
Likewise, there are also individual variations to this response (for example, a person allergic to 
cats might have a very negative emotional response to a picture of an extremely cute kitten). 


Individual characteristics 


A number of individual characteristics influence interpretation. For example, gender and 
social class affect the meaning assigned to owning various products.3” Likewise, gender 
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xhibit 8.5 ~Evoking a feeling of warmth 


Paes cc 


Kiss those stains and germs goodbye. 


Today's NapiSan beats even the toughest, germy stains. The 


powerful, 24-hour gernrkilling action turns out cleaner, whiter nappies. 


Yes, NapiSan is here... so, bye bye stains. 


vaya 


affects the nature of the emotional response to nudity in advertisements.°> Two particularly 
important personal variables affecting interpretation are learning and expectations. 


Learning 


As Chapter 18 shows, the meanings attached to such ‘natural’ things as time, space, 
friendship and colours are learned, and vary widely across cultures. Even within the same 
culture, different subcultures assign different meanings to similar stimuli. For example, 
‘dinner’ refers to the noon meal for some social classes in some geographic regions, and to 
the evening meal for other social classes and geographic regions. “Tea’ can mean dinner, or 
simply a ‘cuppa’ in other places. In Scotland, ‘high tea’ is supper! Marketers must be certain 
that the target audience has learned the same meanings that they wish to portray. 


Expectations 


Individuals tend to interpret stimuli consistently with their expectations. For example, it 
seems natural to expect dark-brown pudding to taste like chocolate, not vanilla, because 
dark pudding is generally chocolate flavoured, and vanilla pudding is generally cream 
coloured. In a taste test, 100 per cent of a sample of university students accepted dark brown 
vanilla pudding as chocolate. Further, in comparing three versions of the vanilla pudding 
that differed only in degree of darkness, the students rated the darkest as having the best 
chocolate flavour2? In other words, their expectations, cued by colour, led to an 
interpretation that was inconsistent with ‘objective’ reality. A similar phenomenon may 
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explain the failure of Tab Clear in Australasia: while the product had all the attributes 
people wanted in a cola drink, its colour (or lack thereof) prevented consumers from 
perceiving this as a satisfactory cola drink. 

Consumers also frequently attribute advertisements for new or unknown brands to well- 
known brands. Even an ‘objective’ product feature such as price is sometimes interpreted to 
be closer to an expected price.*? Likewise, brands with promotional signs on them in retail 
stores are interpreted as having reduced prices, even when the signs do not indicate that 
prices have been reduced, and prices have not been reduced.*! 


Situational characteristics 


A variety of situational characteristics influence interpretation. Temporary characteristics of 
the individual, such as hunger or loneliness, influence the interpretation of a given stimulus, 
as do moods.** The amount of time available also affects the meaning assigned to marketing 
messages. Likewise, physical characteristics of the situation, such as temperature, the 
number and characteristics of other individuals present,*? the nature of the material 
surrounding the message in question,** and the reason the message is being processed,* 
affect how the message is interpreted. 

Proximity refers to the tendency to perceive as related objects or events that are close to 
one another. Some manufacturers refuse to advertise some products during news broadcasts 
because they believe that ‘bad’ news could affect the interpretation of their products.*® 
Conversely, ‘feel-good’ programs are much sought after by advertisers who want to 
capitalise on the likely good mood in which the audience will be during the commercial 
breaks. In print, a premium price often applies in order to select the more favourable context 
for an advertisement, and a food manufacturer would gladly pay a 20 per cent premium to 
be in the recipe section of most women’s magazines. 


Stimulus characteristics 


The stimulus sets the basic structure to which an individual responds. The structure and nature 
of the product, package, advertisement or sales presentation have a major impact on the nature 
of the mental processes that are activated, and on the final meaning assigned to the message.*7 

In recognition of the critical importance of the meaning associated with stimuli, 
marketers are beginning to use semiotics. This is the science of how meaning is created, 
maintained and altered. It focuses on signs, which are anything that conveys meaning, 
including words, pictures, music, colours, forms, smells, gestures, products and prices.*8 
General principles of how meanings are learned are discussed more fully in the next chapter. 

Colours can be used to illustrate the importance of semiotics,*? as in the case where colour 
was shown to have influenced taste perceptions of pudding. The source of the message also 
affects the interpretations of the message, as does the medium in which the message appears. 
Likewise, the nature of the product influences the manner in which promotional claims are 
interpreted.°? Previous experiences with the same or competing products or firms, and the 
nature of other firms’ advertising campaigns, also influence interpretation.>! 

Not only is a message interpreted in the context of its situation, but all aspects of the 
message itself also influence its interpretation. This can include consumers’ reaction to the 
overall style, visual and auditory background, and other non-verbal and verbal aspects of 
the message, as well as its explicit content—and even its lack of content. For example, 
consumers interpret quality claims for a brand in light of that brand’s price relative to 
competing brands’ prices.°” 
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Misinterpretation of marketing messages 


Both marketing managers and government policy makers want consumers to interpret 
messages accurately—that is, in a manner consistent with what others or experts would 
consider to be the ‘true’ or ‘objective’ meaning of the messages. Yet it is clear that widespread 
agreement on, or accurate interpretation of, mass media messages is often difficult to obtain. 
Past research has confirmed this. For example, a study of television communications 
concluded that a large proportion of the audience miscomprehended the communication 
from both program content and advertisements, and that an average of 30 per cent of the 
total information was miscomprehended. Moreover, some demographic variables appeared 
to be slightly associated with miscomprehension. 

While the methodology of this study has been criticised, there is no doubt that substantial 
miscomprehension of television messages, including commercials, does occur. Moreover, this 
is not limited to broadcast messages; another study, focusing on editorial and advertising 
content in general-circulation magazines, reached essentially the same conclusions.>3 There 
is also evidence that package information is subject to miscomprehension. Sponsors of 
sports and cultural events are also finding that such miscomprehension occurs, particularly 
with regard to who the sponsors are. Several recent studies have revealed the incidence of 
mistaken identification of sponsors by their targeted audiences.*4 

Marketers are just beginning to learn about methods to minimise miscomprehension, and 
this is a complex task. For example, repetition does not appear to reduce miscomprehension. 
Very simple television messages are less subject to miscomprehension, and the same may be 
true for print messages. According to Marcello Serpa, creative director of ALMAP/BBDO in 
Sao Paulo, Brazil, simplicity is the key to great and effective print marketing communication.>°> 

There is, however, some evidence that even relatively simple television, magazine and 
package messages are subject to miscomprehension.°® Unfortunately, no workable set of 
guidelines for eliminating this problem has yet been developed. Therefore, marketers, 
government officials and others wishing to communicate with the public should carefully 
pretest their messages to ensure that they are being interpreted correctly. 


Memory 


Memory plays a critical role in guiding the perception process. As Figure 8.1 indicates, 
memory has a long-term storage component and a short-term active component. These are 
not distinct entities; active memory is simply that portion of total memory that is currently 
activated or in use. In the next chapter, a more detailed discussion of the nature of memory 
will be provided, along with the factors that influence consumers’ ability to retrieve items 
from long-term memory for use in consumption decisions. 


Children’s information processing 


So far information processing has been discussed from an adult perspective. However, there 
is evidence that younger children have only a limited ability to process certain types of 
information.°’ Table 8.1 shows a widely accepted set of stages of information processing, or 
cognitive development—that described by the psychologist Jean Piaget.°* Piaget’s approach 
is basically developmental. It suggests naturally occurring stages that change, primarily, with 
physiological maturation. Other researchers have suggested different stages, with learning 
rather than maturation as the underlying cause of observed differences.°? However, the 
general pattern of younger children’s lesser ability to deal with abstract, generalised, 
unfamiliar and/or large amounts of information is common to all approaches. 
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v 
ee] 
a tages of cognitive development 
> 
~ ar 
- Description 
o (0 to 2 years). During this period, behaviour is primarily motor. The child does 


not yet ‘think’ conceptually, though ‘cognitive’ development is seen. 


2, Pre-w, jht (3 to 7 years). —- This period is characterised by the development of language, and 
rapid conceptual development. 

3. Concrete operations (8 to 11 years). During these years the child develops the ability to apply logical 
thought to concrete problems. 

4. Formal operations (12 to 15 years). During this period the child’s cognitive structures reach their 


greatest level of development, and the child becomes able to apply 
logic to all classes of problems. 


Source: B. J. Wadworth (1971), Piaget's Theory of Cognitive Development, David McKay, New York. 


Perception and marketing strategy 


Information is the primary raw material the marketer works with in an attempt to influence 
consumers. Therefore, a knowledge of the perception process is an essential guide to 
marketing strategy. The following sections discuss six areas where a knowledge of the 
perception process is particularly useful: 


Retail strategy. 

Brand name and logo development. 
Media strategy. 

Advertising and package design. 
Advertising evaluation. 

Regulation of advertising and packaging. 


Oe 


Retail strategy 


Most retail environments contain a vast array of information. Given the fact that consumers 
cannot process all of this information, retailers need to be concerned about information 
overload. They do not want consumers to become frustrated, or to minimise their in-store 
information processing. 

Retailers often use exposure very effectively. Store interiors are designed with frequently 
sought-after items (e.g. canned goods, fresh fruits/vegetables, meats) separated so that the 
average consumer will travel through more of the store. This increases total exposure. 
High-margin items are often placed in high-traffic areas to capitalise on increased 
exposure. Shelf position and amount of shelf space influence which items and brands are 
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allocated attention. Point-of-purchase displays also attract attention to sale and high-margin 
items. Stores are designed with highly visible shelves and overhead signs, to make locating 
items (an information-processing task) as easy as possible. 

Stores also provide reference prices, to increase consumers’ ability to interpret price 
information accurately. Unit-price information by brand may be displayed on a separate 
sign in ascending or descending order, to facilitate price comparisons. Nutrition infor- 
mation, provided in a similar manner, enhances consumers’ ability to choose nutritious 
brands.°! 

The total mix of in-store information cues (brands, layout, point-of-purchase displays, 
etc.), external building characteristics, and advertising combine to form the meaning or store 
image assigned the store. Semiotics has been used to design a hypermarket that would meet 
consumer needs, merchandising requirements and marketing strategy. 


Brand name and logo development 


Marketers believe that the name of a company or product does affect the way it is 
perceived.®? Indeed, brand names are important for both consumer and industrial products, 
and are increasingly being recognised as an important asset for any company. Creating a 
brand, however, is a long and expensive endeavour, which requires consistency and clear 
strategic thinking. Maggi, one of the brands of Nestlé Australia, has worked for ten years 
to create a positioning that people can associate with its red and yellow characteristic 
packaging. Lavazza, a brand of imported coffee, has achieved a high degree of recognition 
by coffee lovers for its black and red logo, by distributing coasters, cups, saucers and 
serviettes bearing its colours to many cafés and restaurants. 

In general, concrete terms with relevant, established visual images, such as Apple or Cup- 
a-Soup, are easier to recognise and recall than are more abstract terms.°> However, the 
suggestive power of such names may not be easily transferable. Successive generations of 
fruity computer names, from Apricot to Cherry, will never quite achieve the fame of their 
Apple predecessor! 

The impact of the image conveyed by a name was demonstrated in a study where three 
groups of consumers evaluated the same sporting goods product.®° The only difference 
among the three groups was the name associated with the product, and this induced 
perceptual differences. The data clearly point to an effect that marketers should take into 
account when selecting a brand name. 


Percentage attributing feature to product 


Feature Name A Name B Name C 


For all surfaces 11 26 17 
Easy to see 8 34 19 
For professionals 42 53 30 
Large 38 53 18 


How a product or service’s name is presented, its logo, is also important. Australasian 
companies are becoming increasingly aware of the importance of design to their image, and 
are seeking to ensure that their company logo looks good and that it projects an accurate 
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image of their product or service both to consumers and to other companies. For example, 
when Alcan Australia became independent from its parent company, it sought to create its 
own identity, and came up with the name Capral. Legal advice was obtained to confirm that 
the name was acceptable in Australia, New Zealand and South-East Asia, where the 
company operated, and multicultural research was undertaken to identify any potential 
problem with the new name and a new distinctive logo, designed to project the image of a 
clean, dynamic and international organisation. Small companies, too, can derive benefits 
from the consistency and rigour involved in developing and using a single corporate 
identity.°” | 3 


Media strategy 


The fact that the exposure process is selective rather than random is the underlying basis for 
effective media strategies. If the process were random, a broad approach of trying to place 
messages randomly in the environment would make sense. Since exposure is not random, 
the proper approach is to determine to which media consumers in the target market are most 
frequently exposed, and then to place the advertising messages in those media. As Figure 8.7 
shows, a variety of media can be used for the purpose of fostering favourable perceptions— 
these may, in turn, influence consumers’ choices. 


07 igure 8.7 Fostering favourable perceptions using different media 
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For some products and target markets, consumers are highly involved with the product 
category itself, and will go to considerable trouble to secure product-relevant information. 
This occurs most frequently among heavy users of hobby and luxury items, such as skis and 
mountaineering equipment, or fashion items. 
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For other products and target markets, consumers have only limited involvement with the 
product category. Products such as salt and detergents are examples. In a situation such as 
this, the marketer must find media that the target market is interested in, and place the 
advertising message in these media. As will be seen later, potential target markets, as defined 
by age, ethnic group, social class or stage in the family life cycle, have differing media 
preferences. Table 8.2 illustrates selective exposure to several magazines based on demo- 
graphic characteristics. 

Many magazine advertisers go even further, and insist that their advertisements appear 
Opposite certain articles or columns. Television advertisers are concerned about where 
within the commercial break their advertisement will appear, and the interest level aroused 
by the program.®8 


L able 8.2 Two examples of reader profiles for two popular Australasian magazines 


Business Review Weekly Cleo 
Profile % Profile % 
Magazine readers Overall population Magazine readers Overall population 
All people 100 100 100 100 
Male 71 50 25.9 49.6 
Female 29 50 74.1 50.4 
Age 20-34 33 30 18.6* 20 
Age 35-49 40 27 12.6 26.2 
Age 50+ 22 31 6.2 32.8 
Income 30K+ 15 47 25.7 32.9 
Income 40K+ 5a 24 6.9 12.2 
Income 50K+ 38 12 2A 4.3 
Income 60K+ 26 7 1.0 2.0 
Full-time workers 72 41 34.5 24.9 


Notes: *For Cleo, age group is 25-34. 
Demographic breakdown for female Cleo readers only. 


Source: Information on reader profile kindly provided by Business Review Weekly and Cleo magazines (circulation by Morgan 
readership survey, 1992-93). 


Advertisement and package design 


Advertisements and packages must perform two critical tasks: capturing attention, and 
conveying meaning. Unfortunately, the techniques appropriate for accomplishing the one 
task are often counterproductive for the other. 

What should a manager do to attract attention to a package or advertisement? As with 
most aspects of the marketing process, this depends on the target market, the product, and 
the situation. If the target market is interested in the product category, or in the firm or 
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brand, attention will not constitute much of a problem.°? Once consumers are exposed to 
the message, they will most likely attend to it. Unfortunately, most of the time, consumers 
are not actively interested in a particular product. Interest in a product tends to arise only 
when the need for the product arises. Since it is difficult to reach consumers at exactly this 
point, marketers have the difficult task of trying to communicate with them at times when 
their interest is either low, or non-existent. 

Let us assume that you are responsible for developing a campaign designed to increase the 
number of users of your firm’s laundry detergent. Research indicates that the group you wish 
to reach has very little interest in the product. What do you do? Two strategies seem 
reasonable. One is to utilise stimulus characteristics such as full-page advertisements, bright 
colours, animated cartoons and surrealism to attract attention to the advertisement.’? The 
second is to tie the message to a topic the target market is interested in. Celebrities are often 
used in advertisements partly for this reason, and sex appeal, in the form of attractive models, 
is also frequently used.’! Humour can also be used to great effect. For example, when 
Mitsubishi’s advertising agency, Young and Rubicam, developed the campaign to launch the 
Triton two- and four-wheel-drive utes, they designed ten 15-second humorous spots, each 
with a different selling point, making sure the intended audience remembered the message 
along with the joke. There is universal appreciation for humorous communication, making 
humour an ideal tool for international marketers—albeit with some national variations.’” 

Attention-attracting features of the advertisement can also focus attention on specific parts 
of the advertisement.’ Corporate advertising, or advertising that talks about a company 
rather than the company’s products, tends to generate a relatively high level of attention. Yet 
a study of more than 2000 such US advertisements has shown that about half of all people 
exposed to the advertisements did not notice the single most important bit of information in 
the advertisement—the company name. The same study found that the simplest way to avoid 
this problem is to place the name in the most prominent part of the advertisement—the 
headline. The following results for a Motorola corporate advertisement are typical: 


No name in headline Name in headline 
Magazine readership 4 600 000 4 500 000 
Involved with advertisement 91% = 4 186 000 84% = 3 780 000 
Involved and saw Motorola name 43% = 1 978 000 70% = 3 150 000 


Successful advertisements can use consumer interests that are unrelated to the product. 
However, using either stimulus characteristics or consumer interest unrelated to the product 
category in order to attract attention presents two dangers. The first danger is that the 
strategy will be so successful in attracting attention to the stimulus object that it will reduce 
the attention devoted to the sales message. For example, the reader may observe an 
attractive person in an advertisement, and not attend to the sales message or copy. 

The second risk associated with using stimulus characteristics or unrelated consumer 
interests to attract attention is that the interpretation of the message will be negatively 
affected. For example, the use of humour to attract attention to a commercial for beer may 
result in the brand being viewed as appropriate for only very light-hearted, casual situations. 
Caution must therefore be used, to ensure that attention-attracting devices do not have a 
negative impact on attention to, or interpretation of, the main message. 
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The three advertisements shown in Exhibit 8.6 make extensive use of stimulus factors to 
attract attention. They used vivid colours when originally printed, and have bright designs and 
limited text material. In addition, the Dockers advertisement uses surrealism for its appeal. 


xhibit 8.6 Using stimulus factors to attract attention 


Now available. Sensationally white teeth from Colgate. 


CAREFUL, IT BITES. 
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All advertisements such as the ones shown in Exhibit 8.6 will attract attention. But will 
they convey the appropriate meaning and/or emotional response? Moreover, advertisements 
using stimulus characteristics to attract attention run the risk of backfiring. Hence, 
pretesting to ensure the advertisement’s acceptability is advised. 

In particular circumstances, some organisations need to influence consumers’ perception 
for purposes other than purchase-related decisions. Non-profit or government organisations 
such as the Australian Cancer Society, the Federal Health and Family Services and the 
Transport Accident Commission all need to achieve public attention to, and comprehension 
of, their messages in the hope that improvement may be seen in relation to issues such as 
smoking or sun-related cancers or road safety. Fear appeals have been used with some 
success in such circumstances, as the advertisements have shown, sometimes graphically, the 
likely consequences of undesirable behaviours.”° 


Advertising evaluation 


A successful advertisement (or any other marketing message) must accomplish four tasks: 


Exposure: It must physically reach the consumer. 

Attention: It must be attended to by the consumer. 

Interpretation: It must be properly interpreted. 

Memory: It must be stored in memory in a manner that will allow retrieval under the 
proper circumstances. 


eee ee 


Advertising research covers all of these tasks.’”° However, most of the effort of researchers 
has been focused on attention and, to a lesser extent, memory. 


Measures of exposure 


Exposure to print media is most frequently measured in terms of circulation. Data on 
circulation are provided by commercial businesses. Frequently, the major difficulty with 
these data is that they are not broken down in a manner consistent with the target 
market of the firm seeking information. A firm may be targeting the middle class, but 
circulation data may be broken down by income rather than social class. Further, 
measures of circulation are generally based on households rather than individuals, and 
do not provide data on which members of the household are exposed to the magazine or 
newspaper. 

However, trends in circulation can be useful in determining the most suitable vehicle 
for a particular advertisement. For example, Marie-Claire achieved a 20.7% increase in 
circulation between December 1995 and December 1996, with some 96 523 copies sold. 
When these figures are compared with 66 492 copies for Elle, 62 657 for Vogue and 
35 037 for Mode, Marie-Claire can claim a better reach with fashion-conscious female 
readers.’’ 

The two methods used to determine frequency of radio listening are diary reports, in 
which respondents record their daily listening patterns, and telephone interviews. 

Television viewing is measured primarily by diary reports, but also (more recently) by 
people meters, which are electronic devices that automatically determine if a television is 
turned on and, if so, to which channel. They allow each household member to ‘log on’ when 
viewing, by punching an identifying button. The demographics of each potential viewer are 
stored in the central computer so that viewer profiles can be developed. 
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Measures of attention 


The attention-attracting powers of commercials or packages can be measured in a direct 
manner, using the techniques described in Exhibit 8.7.78 Of these techniques, eye tracking 
appears to offer the greatest potential.” 
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xhibit 8.7 Direct measures of attention 


Eye-pupil dilation. Changes in the size of the pupil of the eye appear to be related to the amount of attention 
that a person is giving a message. A pupilometer can measure these changes accurately. 


Fye tracking. An eye camera can track movements of the eyes relative to the advertisement being read or 
watched. The paths of the eyes can then be mapped to determine: 

(a) what parts of the message were attended to 

(b) what sequence was used in viewing the message 

(c) how much time was spent on each part 


Tachistoscopic test. A tachistoscope is a slide projector with adjustable projector speeds and levels of 
illumination. Advertisements can therefore be shown very rapidly and/or dimly. Advertisements are tested to 
determine at what speeds elements such as the product, brand and headline are recognised. Speed of 
recognition of various elements in the advertisements and readership (attention) are highly correlated. 


Theatre tests. Theatre tests involve showing commercials along with television shows in a theatre. Some, such 
as the one maintained by ASI Market Research, have dials at each seat which viewers use to indicate their 
interest (attention) in the show or commercial. 


Brain-wave analysis. There is some evidence that electro-encephalographs can indicate the amount and type 


of attention given to an advertisement or package. 


Source: J. T. Cacioppo and R. E. Petty (1985), ‘Physiological Responses and Advertising Effects’, Psychology and Marketing, 
Summer, pp. 115-26. 


Indirect tests of attention (i.e. those measures that also tap at least some aspects of 
memory) include theatre tests, day-after recall, recognition tests, and Starch scores. Theatre 
tests involve showing commercials along with television programs in a theatre. Viewers 
complete questionnaires designed to measure which commercials (and what aspects of those 
commercials) attracted their attention. Day-after recall (DAR) is the most popular method 
of measuring the attention-getting power of television commercials. Individuals are 
interviewed the day after a commercial has been aired on a program they have watched. 
Recall of the commercial and of specific aspects of the commercial are interpreted as a 
reflection of the amount of attention. 

Day-after recall measures of television commercials have been criticised as favouring 
rational, factual, ‘hard-sell’ type advertisements and high-involvement products while 
discriminating against ‘feeling’, emotional, ‘soft-sell’ advertisements. However, for most 
combinations of products and services with particular target market segments, this approach 
may be superior. In response to the criticism, substantial work has been done to develop 
recognition measures for television commercials. Recognition tests are tests in which the 
commercial of interest, or key parts of it, are shown to target-market members along with 
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other commercials. Recognition of the commercial, or key parts of the commercial, is the 
measure. This technique appears to work better than standard recall measures.®° 

Starch scores are the most popular technique for evaluating the attention-attracting 
power of print advertisements. The respondents are shown advertisements from magazine 
issues they have recently read. For each advertisement, they indicate which parts (headlines, 
illustrations, copy blocks) they recall reading. Three main ‘scores’ are computed: 


1. Noted: The percentage who recall seeing the advertisement in that issue. 

2. Seen-associated: The percentage who recall reading a part of the advertisement that 
clearly identifies the brand or advertiser. 

3. Read most: The percentage who recall reading 50 per cent or more of the copy. 


Starch scores allow an indirect measure of attention to the overall advertisement, and to 
key components of the advertisement. Unfortunately, the scores are generally based on the 
responses of a random sample of subscribers to the magazine, not a sample of target-market 
members. Because attention is focused on topics of interest, this can cause a serious 
misinterpretation of the effectiveness of an advertisement. 


Measures of interpretation 


Marketers investigate interpretation primarily through the use of focus groups, theatre tests 
and day-after recall. Focus groups, also called group discussions, involve a group of 5 to 15 
members of the target audience having a relatively free-form discussion of the meaning 
conveyed by the advertisement. Theatre and day-after recall tests measure interpretation, as 
well as the content of the advertisement. 

One of the problems with these techniques, particularly the last two, is their tendency to 
produce a restatement of the verbal content of the advertisement rather than an 
understanding of the subtle meanings conveyed by the total advertisement. However, it is 
clear that consumers utilise all of the advertisement, including non-verbal visual and 
auditory imagery, in forming an impression of the product. 

Marketers are just beginning to measure the emotional/affective meanings that consumers 
assign to advertisements.*! While standard methods do not yet exist, this is clearly an 
important area for development. The use of emotion in advertising is described more fully 
in Chapter 10. 


Perception and the regulation of marketing 
messages 


In Australia, many people interpret the approval displayed on product packages by the 
Minister for the Environment as a proof of environmental safety, when in fact this approval 
guarantees only that any claim which has been made, even if non-related to the environment 
and even if stating the obvious, has been audited by the government and found to be accurate. 
The public’s concern with the environment has been reflected by the behaviour of many 
companies. For example, in order to counter some public perception of itself as 
environmentally unfriendly, McDonald’s published a pamphlet specifically addressing 
consumers’ concerns, and pointing out the ways in which McDonald’s adheres to the 3R’s of 
Reducing, Recycling and Reusing. And other companies, like McDonald’s, want to be seen 
to do the right thing, and thereby avoid potential government legislation in the same way. 
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Endorsements by independent bodies can also convey particular meanings and affect 
consumers’ perceptions. For example, anyone seeing the Heart Foundation ‘tick’ on a 
product will probably assume that this low-fat product is the most nutritionally sound for 
people with a heart condition. This, however, is not entirely accurate. There are many 
products that are better than some of the products displaying the endorsement, but their 
manufacturers have simply refused to pay the yearly royalties on sales—0.05% of the 
projected wholesale sales over a period of 12 months—that the Heart Foundation requires 
in return for displaying its approval. For instance, San Remo, a manufacturer of pasta 
products that contain no fat and are an excellent source of complex carbohydrates (what 
the doctor orders to combat heart disease), does not display the Heart Foundation ‘tick’ on 
any of its products. The company does not believe it would benefit from giving up a 
percentage of its sales at a time when the general public is becoming more aware of the 
nutritional value of pasta. In contrast, some brands of cheese, such as Bega, carry the ‘tick’ 
even though they contain quite a lot of fat—although perhaps less so than most 
competitors who make regular cheeses. As this ‘tick’ supports the argument that Bega is 
low in fat and stands out from other brands of cheese that are still richer in fat and are 
notoriously bad for the heart, the company considers the royalty involved a wise 
investment, part of the promotional expenditures required for achieving the particular 
positioning it seeks. In all, some 120 Australian companies use the distinctive red and white 
Heart Foundation logo on more than 1000 products spanning 10 categories, in the hope 
that this will increase consumers’ perception of their products as healthy. The 95% renewal 
rate for companies that have signed up with the Heart Foundation suggests that they find 
it effective.®” 

Various regulatory agencies are deeply concerned with the interpretation of marketing 
messages. However, determining the exact meaning of a marketing message is not a simple 
process.°3 Exhibit 8.8 illustrates some of the areas where controversy has arisen over the 
interpretation of marketing messages. 

Obtaining accurate assignments of meaning is made even more difficult by the variation 
in information-processing skills among differing population groups.°* For example, 
warnings in the form of symbols might be appropriate when dealing with a multinational or 
multicultural audience.*’ Marketers often have to go to great lengths to provide messages 
that the relevant audience will interpret correctly. Fortunately, a considerable amount of 
knowledge has been developed on how to present effectively such difficult messages as those 
conveying product risks, nutrition information, and affirmative disclosures, as well as 
standard messages relating to the use of the product.®° (An affirmative disclosure is a 
statement of the potential effects or side effects of the product.) Nonetheless, thorough 
pretesting of messages to consumers is still recommended. 


Advertising aimed at children 


Many parents’ organisations and government agencies focus on the impact the content of 
advertisements has on children, as well as on the ability of children to process these 
advertising messages. This section, however, concentrates on children’s ability to 
comprehend advertising messages, rather than the message content itself.°” 

Most research indicates that younger children (those under seven) have at least some 
difficulty in distinguishing commercials from programs (they either do not notice the 
change, or think of the commercials following a program as another program). As a result, 
a number of regulations have been put in place by the Australian Broadcasting Tribunal. 
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E xnivis 8.8 Misleading advertising—interpretation and regulation 


> 


Union Carbide Australia, manufacturer of Eveready batteries, complained about the television commercials 
for Duracell, claiming that ‘Duracell lasts up to 6 times longer’, and showing unmarked red batteries (similar 
to Eveready batteries)—it was felt that this implied Eveready batteries were uneconomical. Tests had shown a 
great disparity between the two products, but this was dependent on whether the batteries were used either 
continuously or intermittently. The advertisement had to be removed. 


Sharp’s advertisements for its microwave ovens included the following statement: ‘Every Sharp microwave 
oven has been tested by the Standards Association of Australia.’ Consumers were likely to interpret this as 
meaning that every individual oven sold had been tested and approved by the Association. However, the 
Court found that not all of the ovens had been tested, and that none had been approved. 


An association of champagne producers from the Champagne district in France failed to prevent wine made 
in other places by the same method from being labelled as ‘Champagne’ in Australia. The same association 
was successful in preventing wines from other regions being labelled in this way in New Zealand. 


An insurance company that included in its advertisements a table comparing its own and competitors’ 
premiums was held to have engaged in misleading advertising, since the conditions attached to the policies, 
including the excess payable, varied between policies. 


A company that marketed worm treatments for humans suggested in its advertisements that Australian 
families were at risk from three types of worms. It was found that this was misleading, since there was no 
scientific basis for this suggestion. 


In New Zealand, an advertisement on television advertised LPG at 54.5 cents per litre and compared it to 
the price of petrol at 92 cents a litre. A CNG supplier complained that the comparison was misleading, as 
it did not take into account the energy value of these alternative fuels. The reference to petrol was 
removed. 


These regulations, named the Children’s Television Standards, are aimed at controlling the way 
advertising is included in children’s programs. Exhibit 8.9 sets out some of the Standards. 

It also appears that younger children are less able to determine the selling intent of 
commercials. However, there is some evidence that young children are aware of the selling 
intent, but cannot verbalise this intent.*? This problem is growing in intensity, as children’s 
products are increasingly becoming the ‘stars’ of animated children’s television programs.” 
Walt Disney characters are all available as toys. The same phenomenon also became 
particularly evident recently with the introduction of the infamous Teenage Mutant Ninja 
Turtles film and cartoon characters, on which were based dozens of toys and other products. 
Many claim that the films and cartoons are now merely extended commercials that advertise 
the products based upon the characters. 

A second aspect of comprehension involves specific words or types of commercials that 
children might misunderstand. In the case of misunderstood words, research indicates that 
disclaimers such as ‘Part of a nutritious breakfast’, ‘Each sold separately’, and ‘Batteries not 
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E xmivi 8.9 Standards for advertising during children’s television programs®® 


CTS 10 Unsuitable material: Programs and advertisements 
10. No program, advertisement or other material broadcast during a C period (suitable for primary school 
children) or P period (suitable for pre-school children) may: 
(a) demean any person or group on the basis of ethnicity, nationality, race, gender, sexual preference, 
religion, or mental or physical disability; 
(b) present images or events in a way which is unduly frightening or unduly distressing to children; 
(c) present images or events which depict unsafe uses of a product or unsafe situations which may 
encourage children in activities dangerous to them; 
(d) advertise products or services which have been officially declared unsafe or dangerous by a 
Commonwealth authority having jurisdiction within the licensee’s service area. 


CTS 14 Maximum advertising time 
14. (1) Each 30 minutes of a C period may contain no more than 5 minutes of advertisements. 


CTS 15 Separation of advertisements and sponsorship announcements 
15. During C periods, advertisements and sponsorship announcements must be clearly distinguishable as such 
to the child viewer ... 


CTS 16 Repetition of advertisements 
16. During any 30 minutes of a C period, a licensee may broadcast the same advertisement no more than twice. 


CTS 18 Pressure in advertisements 
18. (1) A licensee may not broadcast any advertisement designed to put undue pressure on children to ask 
their parents or other people to purchase an advertised product or service. 
18. (2) No advertisements may state or imply: 
(a) that a product or service makes children who own or enjoy it superior to their peers; or 
(b) that a person who buys an advertised product or service for a child is more generous than a 
person who does not. 


CTS 21 Competitions 
21. If competitions for children are referred to in programs or advertisements, a summary of the basic rules 
must be stated. Any statement about the chance of winning must be clear, fair and accurate. 


Souce: Australian Broadcasting Authority (1996), Children’s Television Standards, ABA, Sydney, January. 


included’ are ineffective with preschool children.?!_ Where cartoons are concerned, a child 
may view a commercial in cartoon form without being able to identify it as a commercial. 

Such issues are very emotionally charged, with consumer and parent groups often 
reacting very strongly without validated scientific evidence (studies, surveys etc.). A recent 
study put forward by the Australian Consumer Association and claiming to demonstrate the 
link between Australian children’s growing obesity problems and the advertising of food 
products in children’s programs was quickly condemned as biased and flawed by The 
Australian Food Council as well as marketing experts. Nonetheless, such social issues need 
to be widely debated, and rigorous research should be undertaken in order to ascertain the 
potential effects of advertising on children.” 
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Summary 


Perception consists of those activities by which an individual acquires and assigns meaning to stimuli. 
Perception begins with exposure. This occurs when a stimulus comes within range of one of the 
individual’s primary sensory receptors. Consumers are exposed to only a small fraction of the available 
stimuli, and this is usually the result of ‘self-selection’. 

Attention occurs when the stimulus activates one or more of the sensory receptors, and the resulting 
sensations go into the brain for processing. Because of the number of stimuli consumers are exposed 
to, they selectively attend to those stimuli that physically attract them (stimulus factors) or personally 
interest them (individual factors). Stimulus factors are physical characteristics of the stimulus itself, such 
as contrast, size, intensity, colour and movement. Individual factors are characteristics of the individual, 
such as interests and needs. Both of these factors are influenced by, and influence, the situation in 
which they occur. 

Interpretation is the assignment of meaning to stimuli that have been attended to. Interpretation is 
a function of individual, as well as stimulus-related and situational, characteristics. Cognitive 
interpretation appears to involve a process whereby new stimuli are placed in existing categories of 
meaning. Affective interpretation is the emotional or feeling response triggered by the stimulus. 

In general, children under the age of 12 or so have less developed information processing abilities 
than older individuals. 

Marketing managers use their knowledge of information processing in a variety of ways. The fact 
that media exposure is selective is the basis for media strategy. Retailers can enhance their operations 
by viewing their outlets as information environments. Both stimulus and personal-interest factors are 
used to attract attention to advertisements and packages. Characteristics of the target market and the 
message are studied to ensure that accurate interpretation occurs. The meaning that consumers assign 
to words and parts of words is the basis for the selection of a brand name. Information-processing 
theory guides a wide range of advertising evaluation techniques. 


Key terms 


individual factors 


information processing 
memory 

exposure 
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compressed messages 
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interpretation 
cognitive interpretation 
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You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


BRW http://www.brw.com.au 

Elle http://www.elle.com.au 

Marie-Claire http://www.marieclaire.com.au 
McDonald's http://www.mcdonalds.com 
Mitsubishi http://www.mitsubishi.com 

National Heart Foundation http://www.heartfoundation.com.au 
Sony http://www.sony.com 

Vogue http://www.vogue.com 


Review questions 


1. What is information processing? How does it differ from perception? 
2. What is meant by exposure? What determines which stimuli an individual will be exposed to? How 
do marketers utilise this knowledge? 
3. What is meant by attention? What determines which stimuli an individual will attend to? How do 
marketers utilise this? 
4. What stimulus factors can be used to attract attention? What problems can arise when stimulus 
factors are used to attract attention? 
5. What is adaptation level theory? 
6. What is an accelerated or compressed message? 
7. What is information overload? How should marketers deal with information overload? 
8. What is meant by non-focused attention? 
9. What is meant by hemispheric lateralisation? 
10. What is meant by subliminal perception? Is it a real phenomenon? Is it effective? 
11. What is meant by interpretation? 
12. What determines how an individual will interpret a given stimulus? 
13. What is meant by the term Gestalt as it relates to interpretation? Why is it important? 
14. What is the difference between cognitive and affective interpretation? 
15. What is the difference between lexical and psychological meaning? 
16. What is meant by misinterpretation of a marketing message? Is it common? 
17. In what ways, if any, do children process information differently from adults? 
18. Describe Piaget’s stages of cognitive development. 
19. How does a knowledge of information processing assist the marketing manager in: 
a. Formulating media strategy? d. Developing’ brand names? 
b. Formulating retail strategy? e. Evaluating advertising? 
c. Designing advertisements and packages? f. Regulating advertising? 
20. What is the underlying basis of media strategy? 
21. Explain the differences between an eye camera, a tachistoscope, and a pupilometer. 
22. What is a Starch score? 
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22. 
24. 
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What is a focus group? 

What is meant by day-after recall? 

What is meant by recognition tests? 

What is a people meter? 

How is exposure measured? What problems are encountered in this process? 


Discussion questions 


How could a marketing manager for (a) floor wax, (b) stereo equipment, (c) a superannuation fund, 
(d) children’s vitamins, or (e) a tax service use the material in this chapter on perception to guide the 
development of a national advertising campaign? And to assist local retailers in developing their 
promotional activities? Would the usefulness of this material be limited to advertising decisions? 
Explain your answer. 

In recent years, manufacturers of meat products have introduced a product labelled ‘Turkey ham’. The 
product looks like ham and tastes like ham, but it contains no pork; it is all turkey. A nationwide 
survey of consumers showed that most believed that the meat product contained both turkey and ham. 
The label was approved based on a dictionary definition for the technical term ‘ham’: the thigh cut of 
meat from the hind leg of any animal. Using Figure 8.1, discuss how consumers processed information 
concerning this product, and used this information in purchasing this product. (One court ruled the 
label to be misleading, but was overruled by a higher court.) 

Develop a brand name for: 

a. anon-alcoholic beer d. a compact disc player 

b. a national housekeeping service e. a magazine for high-school students 

c. a mountain bike 

Evaluate the full-page advertisements in this chapter. Analyse the attention-attracting characteristics 
and the meaning they convey. Are they good advertisements? What risks are associated with each? 
To what extent (if any), and how, should the government regulate advertising seen by children? 
How should a television commercial designed to achieve the following objectives differ for the age 
groups 3 to 7, 8 to 11, 12 to 15 and 15 to 18? Why? 

a. Provide anti-drug use information and feelings. 

b. Sell a new chewing gum. 

What is the best way to evaluate an advertising campaign? 

Why could Starch scores based on a random sample of Dolly magazine subscribers/readers mislead 
advertisers evaluating an advertisement for a contact-lens solution (assume the firm’s target market is 
young females)? 

What problems do you see with people meters? 


Project questions 


Find examples of marketing promotions that specifically use stimulus factors to attract attention. 
Look for examples of each of the various factors discussed earlier in the chapter, and try to identify 
their use in a variety of promotions (e.g. point-of-purchase, billboards, print advertisements). For 
each example, evaluate the effectiveness of the stimulus factors used. 

Repeat Question 1 above, but this time look for promotions using individual factors. 


az. 
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1 S. Petty (1997), ‘Marketing Voodoo’, B&T Weekly, 15 6 
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Read Symbolic Seduction by Wilson Bryan Key. Is the author really describing subliminal 
perception? Do you feel he makes a valid point? 

Read J. E. Russo, B. L. Metcalf and D. Stephens (1981), ‘Identifying Misleading Advertising’, Journal 
of Consumer Research, September, pp. 119-31. Create various types of misleading and corrective 
advertisements, and test them using the procedure these authors recommend. 

Complete Discussion Question 3, and test your names on a sample of students. Justify your testing 
procedure. 

Watch ten television commercials aimed at children under nine, and ten aimed at adults. Analyse the 
differences between the commercials, if any, from an information-processing perspective. 

Develop a short questionnaire to measure children’s depth of awareness and understanding of 
television commercials shown on Saturday mornings. Interview four children, two in the five to seven 
age group and two in the eight to ten category. Discuss the results in terms of the differences between 
the two groups in the number of commercials recalled, specific information recalled, and ability to 
differentiate between commercials and programs. 

Visit a children’s toy store and examine various types of toys that seem to be marketed to specific 
age groups. Do you find any correspondence between these age groups, and those postulated by 
Piaget as relating to specific cognitive competencies? How do marketers of toys such as these appeal 
to their consumers? 

Find two advertisements that you think are potentially misleading, and two that you think are likely 
to be misinterpreted (but are not misleading). Justify your selections. 

Keep a diary of your TV viewing and radio listening for two weeks. How accurate do you feel your 
record is? 

Interview ten students about their behaviour during television and radio commercial breaks. What 
do you conclude? 

Answer Question 11, but use a focus group. 

Visit one of the Websites listed above. Report on its use of an understanding of information processing. 
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For an overview and model, see A. Finn (1988), ‘Print 


August, p. 9. 
For a more comprehensive model, see D. J. MacInnis 


Advertisement Recognition Scores’, Journal of 
Marketing Research, May, pp. 168-77. 


and B. J. Jaworski (1989), ‘Information Processing 7 See J. R. Rossiter, ‘Visual Imagery’, in ed. A. Mitchell 
from Advertisements’, Journal of Marketing, October, (1982), Advances in Consumer Research IX, 
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CHAPTER 9 


earning and memory 


Chapter objectives 


When you have worked through this chapter, you should understand: 


> 
> 


the nature of learning 


the differences between classical, operant (instrumental) conditioning and cognitive 
learning 


the main characteristics of learning 


how knowledge about learning can be incorporated into marketing strategies 


9.1 


9.2 
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he following example illustrates how companies can help consumers to learn about the 

nature of their products, services, and activities, and how this learning can lead to 
behaviour changes. When the Sanitarium Health Food Company launched its ‘Real Food’ 
campaign during the television coverage of the Atlanta Olympic Games in July 1996, one of 
its objectives was to lift awareness of the Sanitarium brand. Weet-bix and So Good are well 
known, but awareness of the Sanitarium brand was low, and had been declining steadily in 
the past 10 years. . 

The company started thinking about the need to promote its brand name after a 1994 
research study by the advertising agency Young & Rubicam found that the brand was not 
well known. The study, which looked at the health of 887 brands in Australia, found that 
Sanitarium ranked 158th in terms of awareness, but 76th in terms of ‘esteem’. Sanitarium’s 
marketing director, Eckhard Kemmerer, said: “The people who knew the brand liked it, but 
not enough people knew it. The opportunity was obvious.’ 

Sanitarium and its advertising agency, The Campaign Palace, spent more than six months 
studying the Sanitarium brand, consumer attitudes towards food products, and potential 
marketing strategies for the company. The agency tested dozens of positioning statements 
among consumers, but kept returning to the idea of real food, which, according to Reg 
Bryson, managing director of The Campaign Palace’s Sydney office, is seen by consumers as 
food that is largely free from additives, and offers a health benefit and value for money: ‘It 
became clear that to say “real food” was the best way to connect Sanitarium to consumers. 
The idea of real food is a new concept for many people, so we figured that it was a concept 
we could claim for Sanitarium.”! 

This example illustrates how companies can help consumers to learn about the nature of 
their products, services and activities, and how this learning can lead to behaviour changes. 

This chapter discusses the nature of learning and memory, conditioning and cognitive 
theories of learning, and the general characteristics of learning. Implications for marketing 
managers are also examined within each section. The outcome of consumer learning about 
a brand and product category—also called product position—is discussed in the final 
section. 


Nature of learning 


Learning is essential to the consumption process. In fact, consumer behaviour is largely 
learned behaviour. Figure 9.1 indicates that most of our attitudes, values, tastes, 
behaviours, preferences, symbolic meanings and feelings are acquired through learning. 
Culture and social class, through such institutions as schools and religious organisations as 
well as family and friends, provide learning experiences that greatly influence the type of 
lifestyle sought by consumers as well as the products they consume. Marketers expend 
considerable effort to ensure that consumers learn of the existence and nature of their 
products. 

Learning is any change in the content or organisation of long-term memory.” Therefore, 
learning is the result of information processing, as described in Chapter 8. Information 
processing may be conscious and deliberate in high-involvement situations. Conversely, it 
may be non-focused, and even non-conscious, in low-involvement situations. In either case, 
learning results from information processing and causes changes in memory, as shown in 


Figure 7,2. 
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L earning under conditions of high and low 
involvement 


Learning may occur in either a high-involvement or a low-involvement situation.’ A high- 
involvement learning situation is one in which the consumer is motivated to learn the material. 
For example, an individual reading Choice magazine prior to purchasing a dishwasher is 
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probably highly motivated to learn about the various brands. A low-involvement learning 
situation is one in which the consumer has little or no motivation to learn. For example, a 
consumer whose television program is interrupted by a commercial for a product he or she does 
not currently use has little motivation to learn the material presented in the commercial. Much, 
if not most, consumer learning occurs in a relatively low-involvement context. Unfortunately, 
we do not have a complete understanding of low-involvement learning, as most of the 
research that has been conducted occurs in relatively high-involvement laboratory 
situations.* As noted in the previous chapter, different mental processes—left-brain versus 
right-brain activities—may be involved in high- versus low-involvement information 
processing. It appears that high- and low-involvement learning are based on similar learning 
principles. However, certain types of learning are more likely to occur in high-involvement 
situations, and other types are more likely in low-involvement situations. 

Figure 9.3 shows the two general situations and the five specific learning theories that will 
be considered in this chapter. The solid lines in the figure indicate that. operant or 
instrumental conditioning, vicarious/modelling learning, and reasoning tend to be used as 
learning strategies in high-involvement situations. Classical conditioning, iconic rote 
learning, and vicarious/modelling learning tend to occur in low-involvement situations. Each 
of these specific theories is described below. The dotted lines in the figure indicate that these 
types of learning are occasionally used by consumers. 


Sy, igure 9.3 Learning theories in high- and low-involvement situations 
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Conditioning 


Conditioning refers to learning that is based on the association of a stimulus (information) 
and a response (behaviour or feeling). The word conditioning can have a negative 
connotation to some, creating images of robot-like humans. However, conditioned learning 
simply means that, through exposure to some stimulus and a corresponding response, we 
learn that the stimulus and response are either associated (go together) or not associated (do 
not go together). There are two basic forms of conditioned learning: classical, and operant 
or instrumental. 


Classical conditioning 


Classical conditioning is the process of using an established relationship between a stimulus 
and response to bring about the learning of the same response to a different stimulus. Figure 
9.4 illustrates this type of learning. 


07 igure 9.4 Consumer learning through classical conditioning 
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Hearing popular music (unconditioned stimulus) elicits a positive emotion 
(unconditioned response) in many individuals. If this music is consistently paired with a 
particular brand of beer or other product (conditioned stimulus), the brand itself will come 
to elicit the same positive emotion (conditioned response). 

Although the ability of commercials to form associations by classical conditioning is 
controversial, this approach is widely used.° For example, consistently advertising a soft 
drink on television during exciting sports programs such as football or tennis finals may 
result in the product itself generating a response of ‘excitement’. Playing Christmas music in 
stores may elicit emotional responses associated with giving and sharing, which in turn may 
increase the propensity to purchase. This is another marketing application of this type of 
learning. 
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Classical conditioning is most common in low-involvement situations. In the above sports- 
program example, it is likely that many consumers devoted little or no focused attention to 
the advertisement, as soft drinks advertisements are low-involvement messages. However, 
after a sufficient number of low-involvement ‘scannings’ or glances at the commercial, the 
association may be formed. It is important to note that what is learned is generally not 
information, but emotion, or an affective response. If this affective response leads to learning 
about the product or to a product trial, the situation will occur as illustrated in Figure 9.5. 


ey igure 9.5 How affective response leads to learning 


Advertisement 


Operant conditioning 


Operant conditioning, also known as instrumental conditioning, differs from classical 
conditioning primarily in terms of the role and timing of reinforcement.’ 

Suppose you are the product manager for Wrigley’s new chewing gum. You believe your 
product has a light, fresh taste that consumers will like. How can you influence them to 
learn to consume your brand? One approach would be to distribute a large number of free 
samples at shopping centres or through the mail. 

Many consumers would try the chewing gum (desired response). To the extent that the 
taste is indeed pleasant (reinforcement), the probability of continued consumption will be 
increased. This is shown graphically in Figure 9.6. 

Reinforcement plays a much larger role in operant or instrumental conditioning than it 
does in classical conditioning. Since no automatic stimulus-response relationship is involved, 
the subject must first be induced to engage in the desired behaviour. Then this behaviour must 
be reinforced. The sequence of events involved in operant or instrumental conditioning is 
different from that associated with classical conditioning. For operant or instrumental 
conditioning, trial precedes liking. The reverse is often true for classical conditioning. 

This type of conditioning often involves the actual usage of the product. Therefore, a 
great deal of marketing strategy is aimed at securing an initial trial. Free samples (at home 
or in the store), special price discounts on new products, and contests all represent rewards 
offered to consumers for trying a particular product or brand. If they try the brand under 
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| S, igure 9.6 Consumer learning by operant or instrumental conditioning 
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these conditions and like it (reinforcement), they are likely to take the next step and 
purchase it in the future. The process of encouraging partial responses—for example, 
consuming a free sample—leading to the final desired response—for example, purchasing at 
full price—is known as shaping. This process is illustrated in Figure 9.7. | 

While reinforcement increases the likelihood of behaviour such as a purchase being 
repeated, a negative consequence (punishment) has exactly the opposite effect. Therefore, the | 
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purchase of a brand that does not function properly greatly reduces the chances of future 
purchases of that brand. This underscores the critical importance of consistent product quality. 

Operant or instrumental conditioning is widely used by marketers. The most common 
application is keeping products at a consistent quality, so that the use of the product to meet 
a consumer need is reinforcing. Other applications include: 


» Direct mail or personal contacts after a sale that congratulate the buyer for making a 
Wise purchase. 

» Giving ‘extra’ reinforcement for shopping at a store, such as prizes. 

» Giving ‘extra’ reinforcement for purchasing a particular brand, such as toys in cereal 
boxes, or discount coupons. 

» Giving free product samples or introductory coupons to encourage product trial (shaping). 

» Making store interiors and shopping centres pleasant places to shop (reinforcing) by 
providing entertainment, controlled temperatures, and exciting displays. 


The power of this type of learning by conditioning has been demonstrated by an experiment 
conducted by an American insurance company. Over 2000 consumers who purchased life 
insurance over a one-month period were randomly divided into three groups. Two of the 
groups received reinforcement after each monthly payment in the form of a ‘thank you’ letter 
or telephone call. The third group received no such reinforcement. Six months later, 10 per cent 
of the members of the two groups receiving reinforcement had terminated their policies, while 
23 per cent of those not receiving reinforcement had done so! Clearly, reinforcement (being 
thanked) led to continued behaviour (sending in the monthly premium).® 

Operant or instrumental conditioning is more likely to occur in high-involvement 
situations. Using a particular product implies at least some involvement. Most high- 
involvement purchases are followed by a conscious evaluation of the degree of reward 
obtained. A person who purchases a new outfit is likely to devote at least some deliberate 
effort to evaluating both the symbolic and the functional outcome of the purchase. 
Reinforcement (positive or negative) will have a strong impact in such a situation. 

Low-involvement purchases are generally given a deliberate evaluation only if the product 
performs far below expectations. While satisfactory performance is rewarding for low- 
involvement purchases, it is much less rewarding than in high-involvement situations. 


Cognitive learning 


The cognitive approach to learning encompasses all the mental activities of humans as they 
work to solve problems or cope with situations. It involves learning ideas, concepts, 
attitudes and facts that contribute to the ability to reason, solve problems and learn 
relationships without direct experience or reinforcement. Cognitive learning can range from 
very simple information acquisition to complex, creative problem solutions. 


Iconic rote learning 


Iconic rote learning involves learning the association between two or more concepts in the 
absence of conditioning.’ For example, a person may see an advertisement stating, ‘Panadol 
is a headache remedy’, and associate the new concept of Panadol with the existing concept 
‘headache remedy’. There is neither an unconditioned stimulus nor a direct reward involved. 

A substantial amount of low-involvement learning involves iconic rote learning. 
Numerous repetitions of a simple message may result in the essence of the message being 
learned, probably at a weak level, as a result of the consumer’s scanning of the environment. 
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Through iconic rote learning, consumers may form beliefs about the characteristics or 
attributes of products without being aware of the source of the information. When the need 
arises, a purchase based on those beliefs may be made. 


Vicarious learning/modelling 


Vicarious learning or modelling is another important way in which consumers learn.!° With 
this form of learning, it is not necessary for consumers to experience a reward or punishment 
directly in order to learn. Instead, they can observe the outcomes of others’ behaviours, and 
adjust their own accordingly. Also, consumers can anticipate the outcome of various courses 
of action through imagery created in advertisements 

This type of learning is common in both low- and high-involvement situations. In a high- 
involvement situation such as buying a new outfit shortly after getting a job, a person may 
deliberately observe the clothing worn by others at work or by role models from other 
environments, including those shown in advertisements. 

A substantial amount of modelling also occurs in low-involvement situations. 
Throughout life, people observe others using products and services and behaving in a great 
variety of situations. Most of the time they pay limited attention to these behaviours. 
However, over time, they learn that certain behaviours (and products) are appropriate in 
some situations while others are not. 

Marketers make extensive use of vicarious learning. They ‘allow’ consumers to view the 
results of others who use the product or service and the benefits or rewards they obtain, by 
using advertisements that show consumers receiving rewards for using a product. The 
potential consumer can imagine similar results if he or she uses the product. The advertisement 
in Exhibit 9.1 shows the reward a consumer can receive for using Continental Easy Meals. 


xhibit 9.1 Advertisement using vicarious learning 


My family loves any 
kind of home-cooked 
lamb. Cooking it more. 
like'a restaurant 


hasn't hurt though;” 
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Reasoning 


Reasoning represents the most complex form of cognitive learning. In this process, the 
individual engages in creative thinking to restructure and recombine existing information as 
well as new information, forming new associations and concepts as a result. 

The advertisement in Exhibit 9.2 uses the reasoning approach. It presents information— 
that iron is very important in the diet of children from six months upwards, and that lean 
meat provides part of their daily absorbable iron needs—and requires the reader to come to 
a conclusion—that lean meat should be added to children’s diet to increase their intake of 


iron. 


Most high-involvement decisions generate at least some learning by reasoning. 


xhibit 9.2 Advertisement using a reasoning approach 


Between 0-12 months, we grow 
faster than any other time of our 
lives and our birth weight triples. 

Tt takes a lot of energy to grow 
this fast and it takes a lot of iron to 
create that energy. 

Iron? What has iron got to do 
with energy? 

A lot. For a start, we need iron 
in our blood to carry oxygen from 
our Jungs to every cell in our body. 

Then, inside every cell, we need 
iron to help combine that oxygen 
with nutrients from food to create 
the energy essential for life and (in 
the case of babies) growth. 

All vital organs ga through 
a ‘growth spurt’ in the first year, 
brain included. 

In just 24 months it will reach 
80% of its adult size. 

In order to develop as it should, 
the brain requires many nutrients 
and minerals, one of the most im- 
portant of which is iron. 

A link between iron deficiency 
and increased lead absorption has 
been studied for some time and is 
naturally cause for concern. 

But perhaps more disturbing 
is the link between iron deficiency 
anaemia (the most severe iron depletion} 


and impaired mental development 
which can result in such things as 
poor hand-eye co-ordination and 
lower intellectual test scores. 

The evidence is certainly 
serious enough for many experts 
to now recommend the simple 
preventive measures required to 
maintain good iron stores during 
this critical growth period. 

For example, in the latest 
Australian Dietary Guidelines for 
Children” it states that children 
should ‘eat foods containing iron! 

Up to six months most babies 
will get all the iron they need from 
body stores at birth, brease milk 
{or iron fortified formula} and the 
gradual introduction of fortified 
infant cercals. ; 

However, after six months, as 
their stores run down, fuods with 
plenty of easily absorbable iron 
need to be introduced. One of the 
best of these is lean beef. 

Beef at six months? 

Isnt white meat supposed to 
come first? Isn’t red meat harder 
to digest? Shouldn’t you wait until 
at least nine months before feeding 
the baby beef? 

No, no and no, again. 


Contrary to what you 
may have heard in the past, 
leading health professionals’ 
recommend the intraduction 
of iron rich foods such as lean 
beef at, yes, six months. 

By this stage, babies 
can suck and swallow easily 
and their digestive system is 
well developed. There's no 
difference in their ability to 
handle red or white meat. 

However, if it’s iron 
you are after, there’s a big 
difference. 

inabalanced dict, around 
eight heaped teaspoons of 
pureed lean beef (34g) will 
give seven month olds 25% 

of their daily absorbable iron needs. 

To get the same iron from 
pureed chicken breast you would 
be looking at over cighty heaped 
teaspoons (375g}. 

Not only does tean beef contain 
a lot of iron, but it’s haem iron ~ 
the type of iron that’s up to eleven 
times casicr for our bodies to 
absorb than the non-haem iron 
found in say, spinach. 

Over the page, there’s 4 calumn 
of ideas on how to prepare lean 
beef for babies, which are the best 
cuts to use and an address to write 
to for more information. 

You should also discuss your 
baby’s iron needs with your Child 
Health Nurse or family GP. 

And most important, never ever 
give a baby iron supplements unless 
under doctar’s supervision. 

Although it’s impossible to get 
too much iron from natural foods, 
accidental overdosing on iron 
supplements is ‘a real danger and 
acute iron poisoning in children 
can be fatal. 


Lean Beef 


Your best source 
of essential daily iron. 


“Dalinran, PR. (1989) J. fsternat Medicine. Lozoff et al (1991), New England Journal of Medicine. “Dralt report, Dietary Guidelines for Children November 1993. (NH&MRC} 
tChildren’s Nutcition Research Centre, Brisbane 


Summary of learning theories 


Theories of learning help marketers to understand how consumers learn across a variety of 
situations. Five specific learning theories were examined in this section: classical 
conditioning, operant conditioning, iconic rote learning, vicarious learning/modelling, and 
reasoning. Each of these learning theories can operate in a high- or a low-involvement 
situation. Table 9.1 summarises these theories, and provides examples from both high- and 
low-involvement contexts. 
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L able 9.1. Summary of learning theories, with examples of involvement level 


Theory 


Classical conditioning 


Operant conditioning 


Iconic rote learning 


Vicarious or modelling 
learning 


Reasoning 


Description 


A response elicited by one 
object will be elicited by 
the second object if both 
objects frequently occur 
together. 


A response that is given 
reinforcement is more 
likely to be repeated when 
the same situation arises 
in the future. 


Two or more concepts 
become associated 
without conditioning. 


Behaviours are learned by 
watching the outcomes of 
others’ behaviours, or by 
imagining the outcome of 
a potential behaviour. 


Individuals use thinking to 
restructure and recombine 
existing information and 
new information, in order 
to form new associations 
and concepts. 


High-involvement example 


The favourable emotional 
response evoked by the 
word Australia is elicited by 
the brand Qantas after a 
consumer has read that 
Qantas will remain 
majority Australian owned. 


A suit is purchased and 
the purchaser finds that it 
does not wrinkle, and that 
it generates several 
compliments. A sports 
coat made by the same 
firm is then purchased. 


A jogger learns about 
various brands of running 
shoes as a result of closely 
reading many shoe 
advertisements that he or 
she finds enjoyable. 


A consumer watches the 
reactions people have to 
her friend’s new short skirt 
before deciding to buy 
one. 


A consumer believes that 
baking soda removes 
odours from the refrigerator. 
Noticing an unpleasant 
aroma in the carpet, the 
consumer decides to 
sweep some baking soda 
into the carpet. 


General characteristics of learning 


Low-involvement example 


The favourable emotional 
response elicited by a 
picture comes to be elicited 
by a brand name that is 
consistently shown with 
that picture, even though 
the consumer does not ‘pay 
attention’ to the advertising. 


A familiar brand of peas is 
purchased without much 
thought. They taste “all 
right’. The consumer 
continues to purchase this 
brand. 


A consumer learns that 
Apple makes home 
computers, without ever 
really ‘thinking’ about 
Apple advertisements or 
products. 


A child learns that men 
don’t wear dresses, 
without ever really 
‘thinking’ about it. 


Finding that the store is 
out of black pepper, a 
consumer decides to 
substitute white pepper. 


Regardless of which approach to learning is applicable in a given situation, several general 
characteristics of learning are relevant and of interest to marketing managers. Five of the 
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most important are strength of learning, extinction (or forgetting), stimulus generalisation, 
stimulus discrimination, and the response environment. 


Strength of learning 


What is required to bring about a strong and long-lasting learned response? How can the 
promotions manager of Pepsi teach consumers the advantages of this brand so that they will 
not forget these advantages? The strength of learning is heavily influenced by four factors: 
importance, reinforcement, repetition, and imagery. These are discussed in detail below. 
Generally, learning comes about more rapidly and lasts longer: 


1. the more important the material to be learned 

2. the more reinforcement (or punishment) received during the process 

3. the greater the number of stimulus repetitions (or practice sessions) that occur 
4. the more imagery contained in the material 


Importance 


Importance is the value that the consumer places on the information to be learned. The more 
important it is to learn a particular behaviour or piece of information, the more effective and 
efficient the learner becomes in the learning process.!! 

Importance is the dimension that separates high-involvement learning situations from low- 
involvement situations. High-involvement learning tends to be more complete than low- 
involvement learning. High involvement with the learning situation reduces the need for 
reinforcement, repetition, imagery and optimal presentation formats. Unfortunately, 
marketers are most often confronted with consumers in low-involvement learning situations. 


Reinforcement 


While learning frequently occurs in the absence of reinforcement (or punishment), 
reinforcement has a significant impact on the speed at which learning occurs, and the 
duration of its effect. Reinforcement is defined as anything that increases the likelihood that 
a given response will be repeated in the future. 

A positive reinforcement is a pleasant or desired consequence. A thirsty person purchases 
and consumes Mountain Dew, which quenches that person’s thirst. Mountain Dew is now 
more likely to be purchased and consumed the next time the person is thirsty. A negative 
reinforcement involves the removal or avoidance of an unpleasant consequence. For 
example, teenagers with bad skin may buy Clearasil to avoid being ignored or ridiculed by 
their friends. Punishment is the opposite of reinforcement. It is amy consequence that 
decreases the likelihood that a given response will be repeated in the future. 

Marketers attempt to teach consumers that their products and services have attributes that 
will satisfy one or more of the consumers’ goals. Eventually, if the marketers’ promotional 
campaigns are successful and the goal or need the product or service can satisfy is sufficiently 
important, consumers will try it. To the extent that the product or service satisfies their 
goal(s), consumers will be reinforced, and the probability of their purchasing that brand 
again will increase. To the extent that the product or service does not fulfil their goal(s), they 
will not be reinforced, and the probability of their purchasing that brand again will decrease. 

From the above discussion, it can be seen that there are two very important reasons for 
marketers to determine precisely what reinforces specific consumer purchases. First, if repeat 
purchases are to be obtained, the product must satisfy the goals sought by the consumer. 
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Second, to induce the consumer to make the first purchase, the promotional messages must 
promise the appropriate type of reinforcement—that is, satisfaction of the consumer’s goals.!2 


Repetition 


Repetition (or practice) increases the strength and speed of learning. Quite simply, the more 
times consumers are exposed to information, or the more often they practise a behaviour, 
the more likely they are to learn. Of course, the effects of repetition are directly related to 
the importance of the information, and the reinforcement given. In other words, less 
repetition of an advertising message will be needed for learning the message if the subject 
matter is very important, or if there is a great deal of relevant reinforcement. Since many 
advertisements do not contain information of current importance to consumers, or direct 
rewards for attention, repetition plays a critical role in the promotion process for low- 
involvement products and messages. 

Both the number of times a message is repeated, and the timing of those repetitions, affect 
the extent and duration of learning.’ Figure 9.8 illustrates the relationship between 
repetition timing and product recall for a food product. One group of homemakers, 
represented by the curved line in the figure, was exposed to a food product advertisement 
once a week for 13 consecutive weeks. For this group, product recall (learning) increased 
rapidly and reached its highest level during the 13th week, but forgetting occurred rapidly, 
and recall was virtually zero by the end of the year. 


07 igure 9.8 Repetition timing and advertising recall 
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A second group of homemakers was exposed to the same 13 direct-mail advertisements. 
However, each received one advertisement every four weeks. The recall pattern for this 
group is shown by the zigzag line in the figure. Here, learning increased throughout the year, 
but with substantial forgetting between message exposures. 

Placing multiple insertions of the same advertisement in a single issue of a magazine or 
newspaper enhances learning. Three insertions can generate more than twice the impact of 
one insertion.!4 Concentrating one’s messages during a single television broadcast has a 
similar effect. 

The results shown in Table 9.2 indicate that three major retail advertisers using multiple 
newspaper insertions can produce an effective impact on readers. The results of the use by 
Grace Bros, Coles and Woolworths of multiple insertions in the same edition of a newspaper 
are compared with the results of single insertions by other retailers. 


[apie 9.2 Effectiveness of multiple newspaper insertions 


Retailer 


Grace Bros 


Woolworths 


Coles 


Jewel 


Foodmaster 


Product % noted % associated % read most 
Lay-by 43 32 18 
GB card 36 25 13 
Ladies fashions 42 30 20 
Net totals 52 Al 27 
Food 48 34 22 
Food 50 34 27. 
Food 50 36 27 
Net totals 52 38 29 
Food 46 27 20 
Child care 40 23 14 
Net totals 48 29 21 
Food 40 24 17 
Food 31 18 10 


Source: Newspaper Advertising Bureau of Australia Limited (1991), ‘Newspaper Advertisers Get Big Results Using More than 
One Advertisement in One Edition’, December, p. 11. 


Whenever it is important to produce widespread knowledge of the product rapidly, 
frequent, close-together repetitions should be used. This is referred to as pulsing. For 
example, political candidates frequently hold back a significant proportion of their media 
budgets until shortly before the election, and then use a ‘media blitz’ to ensure widespread 
knowledge of their desirable attributes. More long-range programs, such as store image 
development, should use more widely spaced repetitions. 
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Consumers frequently complain about repetition in advertising, and some even declare 
that, because of excess repetition, they will ‘never buy that brand!’ The marketer must find 
the right balance in terms of repetition. Too much repetition can cause people to shut out 
the message actively, evaluate it negatively, or pay no attention to it.! 


Imagery 


Words, whether in the form of a brand name or a corporate slogan, create certain images. !° 
For example, brand names such as ‘Qantas’ and ‘Arnotts’ evoke sensory images, or well- 
defined mental pictures. As a result, these words possess a high degree of imagery, or mental 
visibility. This aids learning, as words high in imagery are substantially easier to learn and 
remember than low-imagery words. The theory behind the imagery effect is that high- 
imagery words leave a dual code: they can be stored in memory on the basis of both verbal 
and pictorial dimensions, while low-imagery words can only be coded verbally.!’” Since 
imagery greatly enhances the speed and nature of learning, the imagery of a brand name 
represents a critical marketing decision. 

Pictures are images, and, by definition, have a high level of imagery. Compared to verbal 
content, pictorial components of advertisements appear to enhance learning.'® Pictures 
enhance the consumer’s visual imagery, which is a particularly effective learning device. 
They also appear to assist consumers in encoding information into relevant chunks. 
Therefore, the key communication points of an advertisement should be in the images 
elicited by its pictorial component, as this is what will be learned most quickly and 
thoroughly. 

There is also evidence that echoic memory, which is the memory of sounds including 
words, has characteristics distinct from visual memory. This research is still in its 
infancy. !? 


Extinction 


Extinction—or forgetting, as it is more commonly termed—occurs when the rein- 
forcement for the learned response is withdrawn, or the learned response is no longer 
used. 

Figures 9.9 and 9.10 illustrate what happened when two brands (from different product 
categories) stopped advertising. Brand A and its advertising had residual recall even after the 
advertisements stopped. There was almost no memory decay of the brand or the advertising 
after three months. In the case of Brand B, the brand had good residual recall, but the 
advertising didn’t. When the advertising stopped, advertising recall declined rapidly while 
brand awareness was maintained.*° 

Now look at Figure 9.11. What is happening here? This figure shows total 
advertising exposures in one of these markets. Advertising had stopped three months 
previously. There were no marked changes in sales or market share for any of the 
brands in this market, but brand loyalty was declining, and the commitment of buyers 
was also declining—without advertising reinforcement, brand loyal consumers were 
decreasing.7! 

The rate at which extinction occurs is inversely related to the strength of the original 
learning. In other words, the more important the material, the more reinforcement, the 
more repetition, and the greater the imagery, the more resistant the learning is to 
extinction. 
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S, igure 9.9 Spontaneous awareness—brand A 
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Note: When advertising was stopped for this product the spontaneous awareness of the brand did not decline significantly, 
but a rapid decline in spontaneous advertising awareness took place. 
Source: Max Sutherland (1993), Advertising and the Mind of the Consumer, Allen & Unwin, Sydney, p. 134. 
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Ss, igure 9.11 Size of market segments 


50 


0) 
Brand ‘loyals’ eae 


45 
40 
35 


5290 
30 


Habitual buyer 


% of market 
N 
Ul 


20 

15 

16% 

10 

5 ; 

. ; . | — 
0 i & fl 1%! i a 
Dec. 9 Jan. 6 Feb. 3 Mar. 3 Mar. 31 Apr. 28 May 26 Jun. 23 Jul. 21 


Date 


Note: When advertising stopped there was no visible effect whatsoever on sales. But after two months the ‘commitment’ of 
buyers eroded rapidly. The absence of reinforcement created habitual rather than loyal buyers, leaving the brand vulnerable 
to attack. 


Source: Max Sutherland (1993), Advertising and the Mind of the Consumer, Allen & Unwin, Sydney, p. 135. 


Figure 9.12 illustrates a commonly found rate-of-forgetting (decay) curve for advertising. In 
this study, aided and unaided recall of four advertisements from the magazine American 
Machinist were measured. As can be seen, recall dropped rapidly after five days, then stabilised. 

At times, marketers, consumer groups or government agencies all want to accelerate 
extinction. For example, the Australian Cancer Society offers programs designed to help 
individuals ‘unlearn’ smoking behaviour. Manufacturers want consumers to forget 
unfavourable publicity such as a bad review in a consumer magazine, or an outdated 
product image.*” 


Corrective advertising 


Corrective advertising is the most controversial area of extinction or ‘unlearning’. ia 
commercial or series of commercials has caused a group of consumers to learn false 
information about a brand, a second series of commercials can then be designed to speed 
extinction of the incorrect information. However, research indicates that, although 
corrective commercials can achieve their objective, they are less than completely effective. 
The inclusion of the corrective message does not appear to have a negative effect on the 
other communications objectives of the commercial.*° 
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07 igure 9.12 Forgetting over time: Magazine advertisement 
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Source: LAP (undated), Report #5260.1, Weeks McGraw-Hill, New York. Used with permission. 


Stimulus generalisation 


At the end of a sales presentation aimed at selling a mainframe computer to a large car 
manufacturer, an IBM executive asked if his company could be of any further help. ‘Well, 
now that you brought it up,’ replied the executive in charge, ‘I’ve got a problem with my 
son’s PC.’ The IBM executive quickly phoned his service people to get the problem fixed. 
But several months later, when asked if the PC was still giving trouble, the manufacturer 
answered, ‘No, I got rid of the PC.’24 

The danger which the above situation presents to IBM is not just the loss of a personal 
computer customer; the greater danger is that the car manufacturer executive will assume 
that IBM mainframe computers may have the same performance characteristics that his 
son’s PC had. This is termed stimulus generalisation (often called the ‘rub-off effect’). The 
basic principle is that, whenever a response is learned in one stimulus situation, other stimuli 
similar to those in the initial situation acquire some tendency to produce that response. 
Stimulus generalisation is the basis for the transfer of learning, and is particularly relevant 
to marketing. 


xhibit 9.3 


Situation 


Name 


Theme 


Copy 


Consumer 
outcome 
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Consider the consumer learning problem a marketer faces when trying to introduce a new 
| brand into the marketplace that will compete with already successful brands. If the new brand 
| has no significant advantage, consumers must learn that it is at least as good as the existing 
choices. One way to bring about this learning is to make the new brand similar to existing 
brands, so that consumers can generalise their previous learning. Similar brand names, product 
shapes, packaging and advertising can all help this to happen. Of course, for legal and ethical 
reasons, the product should not be so similar to existing brands as to cause consumer confusion. 

Exhibit 9.3 illustrates how Yardley of London used this principle to launch Yardley 
Leather, by placing it in the same category as English Leather. 


Using strategy of stimulus generalisation to launch a new product 


English Leather is a successful line of men’s 
toiletries. Yardley of London introduced a 
competing line with a number of similarities, 
as indicated below: 


English Leather Yardley Leather 


‘My men wear English ‘My man wears 


Leather or they wear Yardley Leather for 
nothing at all.’ just one reason. 
Because | gave it to him.’ 


‘| give my man ‘Yardley Leather. 
English Leather Give it to your 
every chance | get.’ man tonight.’ 


Confusion between the brands. Transferral 
to Yardley Leather of positive image 
associated with English Leather. 
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Brand equity 


Brand equity is a value that consumers assign to a brand above and beyond any specific 
functional characteristics of the product (though it is generally derived from such features). 
The brand equity is nearly synonymous with the reputation of the brand. However, the term 
equity implies economic value. Therefore, brands with ‘good’ reputations have the potential 
for high levels of brand equity, while unknown brands or brands with weak reputations do 
not. 

Brand leverage, often termed family branding, brand extensions, or umbrella branding, 
refers to marketers capitalising on brand equity by giving the existing brand name to new 
products. If this is done correctly, as a result of stimulus generalisation, consumers will 
assign some of the characteristics of the existing brand to the new brand. 

In late 1996, Byrant & May, the Australian manufacturers of Redhead matches, 
introduced a range of 17 cleaning products onto the Australian market. This market is 
highly competitive, with brands such as Unilever, Colgate-Palmolive and Cussons well 
established. Some of the products in the Redheads range include laundry powder, bathroom 
cleaner, prewash stain remover and dishwashing liquid. The Redheads brand has high 
consumer awareness, but the question is whether consumers will see a connection between 
the new products and the parent brand.° 

However, stimulus generalisation does not occur just because two products have the same 
brand name. There must be a connection between the products. For example, chocolate 
manufacturers Mars Confectionery and Cadbury use brand leveraging through extension of 
their chocolate bar brands—Milky Way is Mars’ most extended brand, covering the original 
chocolate, a spread (similar to Nutella), and Lucky Dip, a copy of Kinder Surprise. Cadbury 
has extended into icecream versions of Crunchie and Fruit and Nut.2° During the mid- 
1970s, Samuel Taylor, which marketed Uncle Sam deodorant in Australia, successfully 
extended the Uncle Sam brand to shampoo, but was unsuccessful with the name when the 
company entered the toothpaste market.?” 

Successful brand-leverage attempts require that the original brand has a strong positive 
image, and that the new product fits with the original product on at least one of three 
dimensions: 


1. Complement: the two products are used together. 

2. Substitute: the new product can be used instead of the original. 

3. Transfer: the new product is seen by consumers as requiring the same manufacturing 
skills as the original.?8 


For example, Porsche has a high-quality, sporty image among many consumers. It could 
logically extend its name to tyres (complement), motorcycles (substitute), or speed boats 
(transfer). 

If favourable brand attributes can be learned via generalisation, so can unfavourable 
ones. Exhibit 9.4 illustrates successful and unsuccessful brand leveraging strategies. 


Stimulus discrimination 


Stimulus discrimination is the process of learning to respond differently to somewhat similar 
stimuli.” At some point, stimulus generalisation becomes dysfunctional because less and less 
similar stimuli are still being grouped together. At this point, consumers must begin to be 
able to differentiate among the stimuli. For example, the management of Bayer Aspirin felt 
that consumers should not see its aspirin as being just like every other brand. In order to 
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xhibit 9.4 Successful and unsuccessful leveraging of brand equity 


V 


reputation in haircare simply did not translate to face creams. 


Uncle Toby’s has successfully extended into nutritious snacks. 


Levi Strauss failed in its attempt to market Levi's tailored suits for men. 
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develop a brand-loyal market for Bayer, consumers had to be taught to differentiate among 
all the similar brands. 

Marketers have a number of ways to do this, not the least obvious of which 1s advertising 
that specifically points out brand differences, either real or symbolic. The product itself is 
frequently altered in shape or design to help increase product differentiation. 


Retrieval environment 


It appears that consumers have generally learned more information than they can readily 
retrieve. That is, relevant information stored in memory frequently cannot be accessed when 
needed. One factor that influences the ability to retrieve stored information is the strength 
of the original learning. The stronger this is, the more likely it is that relevant information 
will be retrieved when required. 

A second factor affecting retrieval is the similarity of the retrieval environment to the 
original learning environment. The more the retrieval situation offers cues similar to the cues 
present during learning, the more likely it is that effective retrieval will occur. (This suggests 
that examination performance might be enhanced by studying at a desk in a quiet 
environment rather than in the living room with music playing.) While much remains to be 
learned about this, it appears that marketers should do one of two things: 


1. Establish the learning environment so that it resembles the most likely retrieval 
environment. 

2. Establish the retrieval environment so that it resembles the original learning 
environment. 


Matching the retrieval and learning environments requires an understanding of when and 
where consumers make brand or store decisions. Decisions on brand or store made at home 
do not have the same set of cues that are available at a retail outlet or in a shopping centre. 
Suppose a firm teaches consumers to have a positive feeling towards its brand of chewing 
gum by consistently pairing the pronouncement of its brand name with a very pleasant, fun 
scene in a television advertisement (classical conditioning). However, suppose that the same 
firm does not show the package, and the name is presented visually only for a brief time. In 


Black & Decker has successfully used its name on a wide variety of kitchen appliances and power tools. 


Coleman expanded from camping stoves and lanterns into a complete line of camping equipment. 
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Gillette was unsuccessful with a facial moisturiser line under the Si/kience brand name. Silkience’s excellent 


San Remo succeeded in extending its range from dry to fresh pasta, prepared pasta sauces and instant soups. 
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the purchase situation, the consumer will face a shelf with many packages, but no auditory 
presentation of the brand name. The retrieval environment will not be conducive to 
triggering the learned response. 


Conclusions on consumer learning 


So far, specific theories and approaches to learning have been examined. Knowledge of 
learning theories can be used to structure communications that will assist consumers in 
learning relevant facts, behaviours, and feelings about products. The next section will look 
at an outcome of learning, memory. 


Memory 


Memory is the total accumulation of prior learning experiences.°° It consists of two 
interrelated components: short-term and long-term memory. These are not distinct 
physiological entities. Instead, short-term memory is that portion of total memory that is 
currently activated or in use. It is often referred to as working memory. 

The concept of short-term memory as active problem solving, and its relationship to long- 
term memory, is analogous to the use of a desk: 


When working on a problem, a person may get together materials related to the topic 
from various files and books, and place them on the desk. When finished, the person 
may put the materials on the desk into a drawer and keep them as a unit, or return the 
items to their original locations, perhaps storing the problem solution.?! 


Long-term memory 


Long-term memory is viewed as unlimited, permanent storage. It can store numerous types 
of information, such as concepts, decision rules, processes and affective (emotional) states. 
Marketers are particularly interested in schematic memory (frequently termed semantic 
memory), which is the stored representations of consumers’ generalised knowledge about 
the world.** It is this form of memory that is concerned with the associations and 
combinations of various ‘chunks’ of information. 

Figure 9.13 provides an example of a schema by showing how a consumer could associate 
various concepts with Sub Zero in order to form a complete network of meaning for that 
brand. Note that the hypothetical schema contains product characteristics, usage situations, 
and affective reactions. The schematic memory of a brand is the same as the brand image. 
It is what the consumer thinks of and feels when the brand name is mentioned. 

What do you think of when you see the word ‘thirst’? Various things that come to mind, 
including brands, constitute the schema for thirst. Mountain Dew exerts substantial 
marketing effort in an attempt to become part of the schema associated with thirst. Brands 
in the schematic memory for a consumer problem such as thirst are known as the evoked 
set. The way consumers and marketers use the evoked set has already been discussed in 
Chapter 4. 

Memory of an action sequence, such as purchasing and drinking a soft drink in order to 
relieve thirst, is a special type of schema known as a script (sometimes referred to as episodic 
memory). Marketers want consumers to develop scripts for appropriate product acquisition, 
use and disposal behaviour. 
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S, igure 9.13. Schematic memory for Sub Zero 
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| Short-term memory 


Short-term, or working, memory has been described in terms of two basic kinds of information- 
processing activities: maintenance rehearsal and elaborative activities. Maintenance rehearsal is 
the continual repetition of a piece of information in order to hold it in current memory for use 
in problem solving or transferral to long-term memory. While extensive rehearsal generally 
strengthens retention in long-term memory, it is not essential for a strong long-term memory. 

Elaborative activities are the use of previously stored experiences, values, attitudes, 
beliefs, and feelings to interpret and evaluate information in working memory as well as to 
add relevant previously stored information. Elaborative activities serve to redefine or add 
new elements to memory. The interpretation process described in Chapter 8 is therefore 
based on elaborative activities. 

Short-term memory is closely related to what is normally called thinking. It is an active, 
dynamic process, not a static structure. 

The previous discussion of long-term memory implies that working memory operates 
primarily by activating and processing schemata in a critical or descriptive manner. While this 
accounts for a significant amount of the activities in working memory, imagery is also 
important.33 Imagery involves concrete sensory representations of ideas, feelings and objects. 
It permits a direct recovery of past experiences. Therefore, imagery processing involves the 
recall and mental manipulation of sensory images, including sight, smell, taste, and tactile 
situations. The two tasks on page 9.24 will clarify the distinctions between schema and 
imagery in working memory. 
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1. Write down the first ten words that come to mind when you are presented with the idea 
‘exotic holiday’. 


2. Imagine an ‘exotic holiday’. 


Obviously, marketers will often want to elicit imagery responses rather than verbal ones. 
While researchers are just beginning to study imagery responses, these are a significant part 
of consumers’ mental activities. 


Product-positioning strategy 


A product position refers to the schematic memory of a brand in relation to competing 
brands, products or stores.°* Brand image, a closely related concept, is the schematic 
memory of a brand without reference to competing brands.*> However, the terms are often 
used interchangeably. 

Lever & Kitchen has developed unique product positions for its four detergents—Drive, 
Lux, Surf and Omo. Drive is positioned as a high-efficiency washing powder, while Lux is 
perceived as more gentle and more suitable for lingerie and other delicate clothing. Surf is 
targeted towards the segment seeking value for money, and Omo, stressing whitening 
properties, is positioned as the middle of the range.*° 

Exhibit 9.5 describes how Clarks Shoes Australia has relaunched and repositioned Hush 
Puppies. Such approaches are a major aspect of marketing. However, marketing managers 
frequently fail to achieve the type of product image or position they desire because they have 
failed to anticipate or test consumer reactions. When a company recognises that it needs to 
reposition its brand in the minds of its market, it needs to develop a strategy that takes 
account of the changes occurring in the marketplace. 


E xmivi 9.5 Repositioning a brand in the mind of the market 


Hush Puppies Classics are a new version of the casual shoes that were launched in Australia in the early 1960s. 
At its peak in the late 1960s, the Hush Puppies brand was generating annual sales of 750 000 pairs. But changing 
consumer tastes, the emergence of rival forms of casual footwear and a lack of product innovation sent sales of 
Hush Puppies Loafers into decline, and the product was axed in the late 1970s. 

The Australian relaunching of the Classics started at Fashion Week in May 1997. The company has created in- 
store merchandising campaigns for retailers, and has also run a public-relations campaign. More than 200 pairs 
of Classics have been given to opinion leaders, and are aimed at early adopters in the television, radio, film and 
fashion industries. 

The company’s marketing strategy focuses on its repositioning the shoes as a fashion accessory, and not as a 
throwback to the 1960s. The main target market is people aged 25 to 30 years, not the baby boomers who wore 
them as children. The company wants to attract those consumers who have the money and fashion sense to buy 
a new pair of shoes each time they buy a new outfit. 
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Source: Neil Shoebridge (1997), ‘Hush Puppies Stage a Comeback on the Heels of Fashion Hounds’, Business Review Weekly, 
11 August, pp. 70-1. 
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Perceptual mapping offers marketing managers a useful technique for measuring and 
developing a product’s position.*” It takes consumers’ perceptions of how similar various 
brands or products are to each other and relates these perceptions to product attributes. 
Figure 9.14 is a perceptual map for several car models. 


Sy, igure 9.14 Perceptual map for car models 
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Successful product positioning requires careful attention to all aspects of information 
processing. Consumers must be exposed to the firm’s messages through appropriate media 
and outlets. They must attend to the messages using either low- or high-involvement 
processes. The total message sent must be structured in a manner that will lead to the desired 
interpretation. Therefore, all aspects of the marketing mix—price, product design and 
quality, outlets and advertising messages—must be consistent. Sufficient repetitions, 
rewards, and so on must be offered to ensure that the desired interpretation (product 
position) is learned. 

Finally, product positions are developed and evolve over time. Therefore, the messages 
consumers receive from the company should be consistent; alternatively, they should be 
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changed deliberately to reflect a desired change in a brand’s position. Unfortunately, many 
companies have a tendency to alter promotional themes, prices and other aspects of the 
marketing mix in response to short-run sales objectives and competitor tactics. 
Overemphasis on immediate sales results can easily detract from a company’s ability to 


develop or maintain a sound product position. 


Summary 


Consumers must learn almost everything related to being a consumer: product existence, 
performance, availability, values, preference and so on. Learning is defined as any change in the 
content or organisation of long-term memory. Two basic types of learning, conditioning and 
cognition, are used by consumers. Classical conditioning is the process of using an existing 
relationship between a stimulus and response to bring about the learning of the same response to 
a different stimulus. Reinforcement plays a much larger role in operant conditioning than it does in 
classical conditioning. No automatic stimulus-response relationship is involved, so the subject 
must first be induced to engage in the desired behaviour and then this behaviour must be 
reinforced. 

The cognitive approach to learning encompasses the mental activities of humans as they work 
to solve problems. It includes iconic rote learning (forming associations between unconditioned 
stimuli without rewards), vicarious learning/modelling (learning by observing others), and reasoning. 

Low-involvement learning occurs when an individual is paying only limited or indirect attention 
to an advertisement or other message, and explains a substantial amount of consumer learning. 
The strength of learning depends on four basic factors: importance, reinforcement, repetition, and 
imagery. 

Stimulus generalisation is one way of transferring learning by generalising from one stimulus 
situation to other, similar ones. Leveraging brand equity is an example of the use of stimulus 
generalisation by marketers. Stimulus discrimination refers to the opposite process—that of learning 
to respond differently to somewhat similar stimuli. Marketers interested in building brand-loyal 
customer segments must help consumers to discriminate between similar brands. 

Extinction, or forgetting, is also of interest to marketing managers. Extinction is directly related 
to the strength of original learning, and can be modified by continued repetition. 

Memory is the result of learning. Most commonly, information goes directly into short-term 
memory for problem solving or elaboration, where two basic activities occur: maintenance rehearsal 
and elaborative activities. 

Long-term memory is information from previous processing that has been stored for future use. 
Information is retrieved from retention for problem solving, and the success of the retrieval process 
depends on how well the material was learned, and the match between the retrieval and learning 
environments. 

Product positioning, which is a brand’s position in a consumer's schematic memory in relation to 
competing brands, is a major focus of marketing activity. It is the final outcome of the consumer's 
information processing activities for a product category. 


Key terms 


learning 
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echoic memory 
extinction 

stimulus generalisation 
stimulus discrimination 
brand equity 

brand leverage 
memory 

short-term memory 
long-term memory 
maintenance rehearsal 
elaborative activities 
product position 

brand image 
perceptual mapping 
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You may want to visit some of the Websites of the organisations used as examples in this 
chapter, for more information about their products and services or some of their successful 
marketing campaigns. 


Australian Meat and Livestock Corporation 


http://www.amlc.com.au 


Cadbury http://www.cadbury.com.nz 
Sanitarium http://www.sanitarium.com.au 
Unilever http://www.unilever.com 
Rugg GiuwestlLowms 
1. What is learning? 


2. Describe low-involvement learning. How does it differ from high-involvement learning? 

3. What is cognitive learning, and how does it differ from the conditioning theory approach to 
learning? 

4. Distinguish between learning via classical conditioning and that which occurs via operant 
conditioning. 

5. What is iconic rote learning? How does it differ from classical conditioning? And from operant 
conditioning? 

6. Define modelling. 

7. What does learning by reasoning mean? 

8. What factors affect the strength of learning? 

9, What is imagery? 

10. What is stimulus generalisation? When is it used by marketers? 
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What is brand equity? 

What does leveraging brand equity mean? 

Define stimulus discrimination. Why is it important? 

Explain extinction, and discuss the reason marketing managers are interested in it. 
What is corrective advertising? Is it effective? 

Why is it useful to match the retrieval and learning environments? 
What is memory? 

Define short-term memory and long-term memory. 

What is schematic memory? 

How does a schema differ from a script? 

What is echoic memory? 

What is an evoked set? 

What is maintenance rehearsal? 

What are elaborative activities? 

What does imagery in working memory mean? 

What is product-positioning strategy? What is it based on? 

What is perceptual mapping? 

What is the relationship between imagery and schema? 


Discussion questions 


How would you ensure that consumers learn a favourable product position for: 

a. The Salvation Army? d. Porsche motorcycles? 

b. A candidate for your electorate? e. Apple personal computers? 

c. CC’s corn chips? 

Is low-involvement learning really widespread? Which products are most affected by low-involvement 
learning? 

Almex and Company introduced a new coffee-flavoured liqueur in direct competition with the 
highly successful Kahlua brand. Almex named its new entry ‘Kamora’, and packaged it in a bottle 
similar to that of Kahlua, using a pre-Columbian label design. The advertising copy for Kamora 
reads: ‘If you like coffee—you’ll love Kamora’. Explain Almex’s marketing strategy in terms of 
learning theory. 

Discuss stimulus generalisation and discrimination with respect to a firm’s branding strategy. Identify 
five brand names that encourage learning by utilising stimulus generalisation, and five brand names 
that avoid this type of learning. Why would the marketers of these respective products either 
encourage or discourage stimulus generalisation? 

Describe the product position the following ‘brands’ have for students on your campus. 


a. The Salvation Army. d. Silverchair. 
b. Honda Accord. e. BIC pens. 
c. BMX bicycles. f. Heinz tomato sauce. 


In what ways, if any, would the product positions in Discussion Question 5 differ for different groups, 
such as: 

a. Middle-aged professionals? c. High school students? 

b. Young blue-collar workers? d. Retired couples? 

Why do a majority of large advertisers design campaigns based exclusively on short-term goals? 


N* 
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Project questions 


Pick a consumer convenience product, perhaps a personal-care product such as a deodorant or 
mouthwash, and create advertising copy stressing: 
a. A positive reinforcement. an 
b. A negative reinforcement 

Pick a small sample of friends and interview them to find out which type of reinforcement appeal 
(from Project Question 1 above) would be most effective. To do this, you could present each friend 
with one of the appeals, and then ask him or her to respond to the following questions: 


A punishment. 


What is your overall reaction to this advertisement? 


Unfavourable Favourable 


How likely would you be to try this product based on this advertising appeal? 
Very likely Very unlikely 

Identify three advertisements, one based on cognitive learning, another on operant conditioning and 
the third on classical conditioning. Discuss the nature of each advertisement, and how it utilises a 
certain type of learning. 

Identify three advertisements you believe are based on low-involvement learning and three that you 
believe are based on high-involvement learning. Justify your selection. 

Identify an advertisement that you believe to be misleading. Develop a corrective advertising remedy. 
Select a product, and develop one advertisement for it that is based on low-involvement learning, and 
one that is based on high-involvement learning. When should each be used (be specific)? Use Table 9.1 
as a guide to answering this question. 

Select a product that you feel has a good product position, and one that has a weak position. Justify 
your selection. Find an advertisement or package for each product, and indicate how it affects the 
product’s position. 

The Surf Lifesaving Association feels that its product position and image are not appropriate for the 
1990s. Measure its image, design a desired image, and develop a program to obtain it. 

Visit one of the Websites above. What sort of learning is the company aiming to facilitate? Is it 
effective in doing so? Be specific. 
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When you have worked through this chapter, you should understand: 


the nature of motivation 

the theories of motivation 

how marketers can appeal to consumers’ motives 
the underlying aspects of the theories of personality 


the relationship of personality to marketing 
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how emotions can be used in marketing strategies 
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Ne the following example highlights, identifying the motives of consumers can provide 
useful insights that enable effective marketing strategies to be developed for different 
products and services. Traditionally, backpackers have not been given much attention by the 
tourism industry. They have usually been overlooked in favour of the more easily 
identifiable, ‘big-spending’ five-star-resort customers. They have also been perceived as 
different from the ‘average’ tourist, and particularly different from the ‘mass’ tourist. A 
study of backpacker travellers was conducted in Australia to identify their motivations and 
needs.! The study also described demographic characteristics, expenditure, travel patterns 
and preferences. 

The most important travel motives identified were ‘seeking exciting/active, adventurous 
things to do’; ‘meeting local people and characters’; and ‘enjoying and improving knowledge 
of Australia’s physical settings, environment, history and culture’. Four different segments 
were identified: 


1. Escapers/relaxers—predominantly motivated by the need to relax, escape and seek 
adventurous and exciting things to do. 

2. Social/excitement seekers—strongly motivated by social needs, including the need to 
meet locals and experience excitement and adventure. 

3. Self-developers—who placed most importance on satisfying self-esteem and 
development motives, in particular learning about Australia’s physical settings and 
environment. 

4. Achievers—who rated self-fulfilment the most important motive, but also rated many 
other motives very highly as well. 


The study highlights the fact that neither all backpackers, nor their motives for travel, are 
the same. It provides some useful marketing implications for tourism organisations 
developing segmentation strategies, destination appeals and promotional activities. 

This example indicates the usefulness of identifying the motives of consumers. This 
chapter focuses on motivation, and two closely related concepts: personality and 
emotion. 

Motivation is the energising force that activates behaviour and provides purpose and 
direction to that behaviour. Personality comprises the common responses (behaviours) that 
individuals give to a variety of recurring situations. Emotions are strong, relatively 
uncontrollable feelings that affect behaviour. The three concepts are closely interrelated, 
and are frequently difficult to separate. For example, consumers who are self-confident (a 
personality characteristic) are more likely to have a need for assertion (a characteristic of 
motivation) and to seek situations that allow them to feel powerful (an emotional 
response). 


The nature of motivation 


Motivation is the reason for behaviour. A motive is a construct representing an unobservable 
inner force that stimulates and compels a behavioural response and provides specific 
direction to that response. A motive cannot be seen, and the existence of motives can only 
be inferred from the behaviour of individuals. 
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To illustrate the nature of consumer motivation and of goal-directed behaviour, let us 
consider consumer motives in the purchase of clothing. At one level, many clothing purchases 
are partially motivated by a physiological need (for shelter) or a safety need (avoidance of 
arrest/harassment). In addition, consumers may be motivated to purchase clothing that 
expresses or symbolises status because they have a strong need to express that aspect of their 
identity (or desired identity) to others. Also, consumers with a strong need for affiliation may 
purchase a certain wardrobe in order to feel more comfortable in their relationships with 
people whose affection they seek.” 

While these motivations may be strong, they are still dependent on the situation. For 
example, a consumer with a high need for affiliation may not be guided by that motivation in 
a purchase of underwear if the purchase or use of this product is unlikely to be observed by 
others. Likewise, individuals who have a strong need for achievement may demonstrate 
achievement-related behaviour in situations perceived as ego-involving or evaluative, but not 
in situations perceived as non-evaluative. Therefore, motives directing behaviour in one 
situation may not exist in another situation, or may be quite different from the motives 
shaping behaviour in another situation. 


Theories of motivation 


There are numerous theories of motivation, and many of them offer potential insights for the 
marketing manager. This section describes two particularly useful approaches to 
understanding consumer motivation. The first approach, Maslow’s needs (motives) hierarchy, 
is a macro theory designed to account for most human behaviour in general terms. The second 
approach, based on McGuire’s psychological motives, uses a fairly detailed set of motives to 
account for a limited range of consumer behaviour. 


Hierarchy of needs 


Maslow’s hierarchy-of-needs approach is based on four premises: 


1. All humans acquire a similar set of motives through genetic endowment and social 
interaction. 

2. Some motives are more basic or critical than others. 

3. The more basic motives must be satisfied to a minimum level before other motives are 
activated. 

4. As the basic motives become satisfied, more advanced motives come into play.° 


Maslow proposes a motives hierarchy that is shared by all. Table 10.1 illustrates this 
hierarchy, and briefly describes each level. 

Maslow’s theory is a good guide to general behaviour. However, it is not an ironclad rule. 
Numerous examples exist of individuals who have sacrificed their lives for friends or ideas, or 
given up food and shelter to seek self-actualisation. While there is some general validity for 
Maslow’s overall approach, some cultures (for example, Australian Aborigines, New Zealand 
Maoris, and many Asian communities) value social motives more highly than those of 
personal achievement and satisfaction. 
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L abie 10.1 Maslow’s needs hierarchy 


Advanced 


Basic 


5. Self-actualisation: This involves the desire for self-fulfilment, for becoming all that one is capable 
of becoming. 


4. Esteem: Desires for status, superiority, self-respect and prestige are examples of esteem needs. 
These needs relate to the individual’s feelings of usefulness and accomplishment. 


3. Belongingness: Belongingness motives are reflected in a desire for love, friendship, affiliation and 
group acceptance. 


2. Safety: Seeking physical safety and security, stability, familiar surroundings and so forth are 
manifestations of safety needs. They are aroused after physiological motives are minimally 
Satisfied, and before other motives. 


1. Physiological: Food, water, sleep, and, to a limited extent, sex, are physiological motives. Unless 
they are minimally satisfied, other motives are not activated. 


Also, adherents of several religions with strict dietary rules (Hinduism, Islam and 
Judaism) choose to satisfy self-actualisation motives before physiological ones. People 
suffering from anorexia strive to satisfy ego needs over physiological needs (depriving 
themselves of food in order to improve their self-image). Some individuals consume 
products that are demonstrably dangerous for their health, such as cigarettes or alcohol, 
because they focus on satisfying their social or ego needs over their safety ones. 

It is important to remember that any given consumption behaviour can satisfy more than 
one need. Likewise, the same consumption behaviour can satisfy different needs at different 
times. For example, the consumption of Perrier water could satisfy both physiological and 
esteem needs, physiological needs only, or simply esteem needs, social needs, or even safety 
needs. Exhibit 10.1 provides illustrations of marketing appeals associated with each of 
Maslow’s motive levels. 


McGuire’s psychological motives 


McGuire has developed a motive classification system that is more specific than Maslow’s.* 
McGuire’s motives most relevant to marketing are briefly described in Table 10.2. These 
motives are divided into two categories: internal, non-social motives, and external, social 
motives. 

Internal, non-social motives reflect needs that individuals have with respect to themselves 
strictly as individuals, apart from others. External, social motives, in contrast, deal with 
human needs directly related to interactions with others. 
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E xmivis 10.1 Direct appeals to Maslow’s motives in advertising and promotional 


Products: 


Specific themes: 


Products: 


Specific themes: 


Products: 


Specific themes: 


Products: 


Specific themes: 


Products: 


Specific themes: 


Campaigns 


Physiological 
Health foods, medicines, low cholesterol foods, exercise equipment. 
» Sanitarium—‘So Good Lite Soy Milk—Beautiful body food.’ 
» Cottee’s—‘We don’t squeeze anything into our all-natural cordial that isn’t natural.’ 
» Kellogg’s All Bran—‘Keeps you healthy on the inside.’ 


Safety 
Smoke detectors, preventative medicines, insurance, social security, retirement investments, 
burglar alarms, safes. 


» Vesda Smoke Detection System—‘What would happen to your business if your computer 
centre burnt down?’ 


» AMP Society—‘With AMP Super, my future’s taken care of—no matter how my plans 
change!’ 


» Domestos—‘So, now Domestos not only keeps your household safe, it also Keeps the 
contents safe.’ 


Belongingness 


Personal grooming, foods, entertainment, clothing, and many others. 


» Holiday Inn—‘The average couple has to wait over half a year to spend time alone 
together. We'll ensure they discover more than each other.’ 


» Finesse Spritz—‘The hold that loves to be held.’ 
» Katies—’Mum-—thanks for being you.’ 


Esteem 


Clothing, furniture, alcohol, hobbies, stores, cars, and many others. 
» Wedgwood-‘Because something beautiful should happen to you every day.’ 


» Toyota Lexus—‘One of the rare automobiles purchased by people who can afford a more 
expensive one.’ 


»& Chivas Regal—As long as there are people who enjoy watching their investments multiply 
... there will always be a Chivas Regal.’ 


Self-actualisation 


Education, hobbies, sports, some holidays, gourmet foods, museums. 
» Australian Army Reserve—‘Do something for yourself.’ 


» Outward Bound School—‘Challenges, adventure, growth.’ 
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INTERNAL INFLUENCES 


rf able 10.2 Psychological motives relevant to marketing 


Internal, non-social motives or needs 


Consistency: The need for internal equilibrium or balance. 
Causation: The need to determine who or what causes the things that happen to us. 
Categorisation: The need to establish categories or mental partitions that provide frames of reference. 
Cues: The need for observable cues or symbols that enable us to infer what we feel and know. 
Independence: The need for a feeling of self-governance or self-control. 
Novelty: The need for variety and difference. 
External, social motives or needs 
Self-expression: The need to express self-identity to others. 
Ego-defence: The need to defend or protect our identities or egos. 
Assertion: The need to increase self-esteem. 
Reinforcement: The need to act in such a way that others will reward us. 
Affiliation: The need to develop mutually satisfying relationships with others. 
Modelling: The need to base behaviours on those of others. 
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Source: Adapted from W. J. McGuire (1974), ‘Psychological Motives and Communication Gratification’, in eds J. G. Blumler 
and C. Katz, The Uses of Mass Communications: Current Perspectives on Gratifications Research, Sage Publications, Beverly Hills, 
Calif., pp. 167-96. 


Internal, non-social motives 


The need for consistency: A basic desire is to have all facets or parts of oneself consistent 
with each other. These facets include attitudes, behaviours, opinions, self-images and views 
of others. Following a major purchase, a consumer may have feelings of dissonance (feelings 
inconsistent with his or her purchase), and be motivated to seek additional information to 
reduce these feelings of inconsistency. This concern for ‘Did I make the right purchase?’ must 
be reduced to establish a comfortable balance between feelings, attitudes and behaviour. The 
need for consistency, particularly with respect to purchase behaviour, has been discussed in 
depth in Chapter 7 in the section ‘Postpurchase dissonance’. 

The need to attribute causation: This set of motives deals with the need to determine who 
or what causes the things that happen to us. When individuals attribute the cause of a 
favourable or unfavourable outcome to themselves, this is described as an internal 
attribution. However, if they attribute the cause to some outside force, this is referred to as 
an external attribution. 

The need to attribute cause has led to an area of research known as attribution theory.° 
This approach to understanding why consumers assign particular meanings to the 
behaviours of others has been used primarily for analysing consumer reactions to 
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promotional messages (in terms of credibility). For example, when consumers attribute a 
purchase motive to advice given by a salesperson or advertising message, they tend to 
discount the advice (see Chapter 11 for a complete discussion of this.) 

The need to categorise: We have a need to be able to categorise and organise information 
and experiences in some meaningful yet manageable way. So we establish categories or 
mental partitions that allow us to process large quantities of information. Prices are often 
categorised in such a way that different prices mean different categories of goods. For 
example, the concepts ‘cars over $A20 000’ and ‘cars under $A10 000’ may be seen to have 
two different meanings because consumers have categorised this information to reflect 
different prices levels. Many firms price items at $A9.95, $A19.95, $A49.95, and so on. A 
reason is to avoid having their products categorised in the over $A10, over $A20 or over 
$A50 groups. 

The need for cues: These motives reflect our need for observable cues or symbols, to 
enable us to infer what is felt and known. Impressions, feelings and attitudes are subtly 
established by our viewing our own behaviour and that of others, and drawing inferences 
as to what we feel and think. In many instances, the clothes people wear can act as a cue to 
the subtle meaning of a desired image and consumer lifestyle.® This is so critical that airlines 
and banks use clothing consulting firms to design staff uniforms that are consistent with the 
firm’s desired image. 

The need for independence: An individual’s need for independence or feeling of self- 
government is derived from a need to establish a sense of self-worth and self-actualisation. 
Marketers have responded to this motive by providing products that suggest that you ‘do 
your own thing’ and ‘be your own person’. Examples of advertising campaigns that have 
used this approach include Nike’s ‘Just Do It’ and Calvin Klein’s ‘Be shy, be bold, just be’. 
Coca-Cola’s recent campaign for Diet Coke uses celebrity Demi Hines to promote its 
product; she is seen by the youth market as someone who does what she wants. The 
following copy indicates how this advertisement encourages independence: 


I swear too much, I talk too loud, I push too hard. 


Care factor? 
Do what YOU want. 


The need for novelty: People often seek variety and difference simply out of a need for 
novelty. This may be a prime reason for brand switching and so-called impulse purchasing.’ 
The need for novelty is curvilinear, and changes over time. That is, individuals experiencing 
rapid change generally become satiated and desire stability, while those in stable 
environments become ‘bored’ and desire change. The travel industry segments the holiday 
market by promoting ‘adventure’ holidays or ‘relaxing’ holidays, depending on the likely 
need: for novelty.’ For example, P&O Cruise Lines appeal to those who want a relaxing 
holiday with the slogan: “Take me away, P&O’. 


External, social motives 


The need for self-expression: This motive is externally oriented, and deals with the need to 
express one’s identity to others. Individuals feel the need to let others know by their actions 
(which include the purchase and display of goods) who they are and what they are. The 
purchase of many products, particularly clothing and cars, allows consumers to express an 
identity to others, since these products have symbolic or expressive meanings. Fashion items, 
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especially clothing and jewellery, are also good examples of products that rely on their 
appeal to a consumer’s need for self-expression. The advertisement in Exhibit 10.2 for 
Rembrandt clothing appeals to the need to express identity through the clothes we wear. 


xhibit 10.2 Appealing to the consumer’s need for self-expression 


“AMIAIEA 


The need for ego-defence: An individual’s need to defend his or her identity or ego is 
another important external, social motive. When identity is threatened, the individual is 
motivated to protect his or her self-concept and use defensive behaviours and attitudes. 
Many products can provide ego-defence. A consumer who feels insecure may rely on well- 
known brands for all socially visible products, in order to avoid any chance of making a 
socially incorrect purchase. 

The need for assertion: The need for assertion reflects the individual’s need to engage in 
those types of activities that will bring about an increase in self-esteem, as well as esteem in 
the eyes of others.’ Individuals with a strong need for assertion are more likely to complain 
when dissatisfied with a purchase. 

Companies often appeal to consumers’ need to enhance their self-esteem, as well as their 
need to enhance the way in which others see them. For example, in Exhibit 10.3, consumers 
are told they stand out from the crowd as Frequent Flyer members. This advertisement 
clearly illustrates the need for assertion. 
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xhibit 10.3. Appealing to the need for assertion 


re From the moment you join the Qantas Frequent Flyer privileges which include a complimentary domestic Flight 


= : é 
& program, your membership card is your passport to Upgrade Certificate and extra baggage allowance. 


earning points. Every poine you earn counts towards Awards dew Si Frequent Flyers will enjoy extras like an 

such as free domestic and international flights. as well as See in bay and priority baggage handling. 

hotel stays and car rentals in Australia. re % Qantas Frequent Flyers who achieve Gold Card 
Points camed flying Qantas or British Airways’ also enhance i : cus will receive 3c including 

membership status. As they build, so do the benefits and services 

ress which are exclusive to Qantas Frequent Flyers. 


ee 


pps 
Redes Reach Blue status and you will qualify for special 
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The need for reinforcement: People are quite often motivated to act in certain ways 
because they are rewarded for doing so. Products designed to be used in public situations 
(clothing, furniture, and artwork) are frequently sold on the basis of the amount and type 
of reinforcement that will be received. 

The need for affiliation: Affiliation is the need to develop mutually helpful and satisfying 
relationships with others and to share with and be accepted by others. As mentioned in 
Chapter 15, group membership is a critical part of most consumers’ lives, and many 
consumer decisions are based on the need to maintain satisfying relationships with others. 
Marketers frequently use affiliation-based themes in advertising, such as ‘Your kids will love 
you for it.’!° The following copy for Myer Miss Shop characterises this approach: 


Friends. They know you inside out and they still love you. 


The need for modelling: This need reflects the tendency to base behaviour on that of 
others. Modelling is a major way in which children learn to become consumers. The 
tendency to model explains some of the conformity that occurs within reference groups. 
Marketers use this motive by showing desirable types of individuals using their brands. 

The Holden Statesman International campaign uses this theme. The copy and the use of 
celebrity spokespersons—in this case international golfer Greg Norman—illustrates how 
marketers can encourage modelling: ‘This new Holden Statesman International really 
performs at the elite level. You know instinctively when you’re in the presence of a great 
performer ...’ (see Exhibit 11.6 for a copy of this advertisement). 
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Laie 


IVI otivation theory and marketing strategy 


Consumers do not buy products. Instead, they buy motive satisfaction or problem solutions. 
For example, a consumer does not buy a perfume (or a chemical compound with certain 
odoriferous characteristics); she buys ‘atmosphere and hope and the feeling she is something 
special’.!! Marketing managers must therefore discover the motives that their products and 
brands can satisfy, and develop their marketing mix around these motives. 

The tourism industry has applied the basic concepts of motivation in its attempt to 
understand why people travel. It has been suggested that the prime motivation for engaging 
in pleasure travel is for being elsewhere, and for escaping. This basic motivation consists of 
two separate and distinct motivational forces—‘wanderlust’ and ‘sunlust’.!” 

Tourism researchers have used Maslow’s theory to divide basic travel motivations into 
various categories.'? This type of research can assist companies marketing tourism in 
recognising the extent to which different motivations can lead to different types of tourism, 
travel patterns, destinations and the use of tourism resources. Table 10.3 illustrates these 
four categories. 


10.3 Basic travel motivators 


Motivator Characteristics 

Physical Relate to rest, sports, recreation and those needs directly connected with a person’s 
health. These motivators all have one feature in common: reduction of tension through 
activities related to physical factors. 

Cultural Identified by desire of traveller to learn about other countries and their art, music, dance, 
tradition, religion etc. 

Interpersonal Include desire to meet new people, visit friends or relatives, get away from routine or 
simply escape. 

Status and prestige Relate to desire for recognition, attention, power and appreciation, as well as desire to 


enhance sexual attractiveness. 


Source: R. W. McIntosh, C. R. Goeldner and J. R. Brent (1995), Tourism Principles, Practices and Philosophies, 7th edition, John 
Wiley & Sons, New York. 


The preceding section provided a number of examples of firms and brands appealing to 
specific consumer motives. However, multiple motives are more often involved in 
consumption behaviour. This section examines: 


1. How to discover which motives are likely to affect the purchase of a product category 
by a particular target market. 

2. How to develop a strategy based on the total array of motives that are operating. 

3. How to reduce conflict between motives. 
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Marketing strategy based on multiple motives 


Suppose you were interviewed by a market researcher who asked why you wear designer 
jeans (or drink Yellowglen champagne, or ski, or whatever). The chances are you would 
offer several reasons, such as “They’re in style’, ‘My friends wear them’, ‘I like the way they 
fit’, and “They look good on me’. However, there may be other reasons you are reluctant to 
admit to, or perhaps are not even aware of: ‘They show that I have money’, “They make me 
sexually desirable’, or “They show I’m still young’. All or any combination of the above 
motives could influence the purchase of a pair of designer jeans. 

The first group of motives were known to the consumer, and admitted to the researcher. 
Motives that are known and freely admitted are called manifest motives. Any of the motives 
discussed above can be manifest. However, motives that conform to a society’s prevailing 
value system are more likely to be manifest than those that are in conflict with such values. 

The second group of motives were either unknown to the consumer, or such that the 
consumer was very reluctant to admit to them. Such motives are latent motives. Both latent 
and manifest motives may influence a purchase; alternatively, only manifest motives may be 
operating. Figure 10.1 illustrates how the two types of motives could influence a purchase. 


07 igure 10.1 Latent and manifest motives in a purchase situation 


Manifest motives Consumption Latent motives 
behaviour 


A large car is 
more comfortable 


It will demonstrate 


that I'm successful 


Purchase 
a 
Mercedes 


It's a high-quality 
car that performs 
well 


Benz 


It's a powerful, sexy 
car and it will help 
make me powerful 


A number of my 
friends drive a 
Mercedes 


and sexy 


<¢—____ The linkage between behaviour and motives that are known and freely admitted 


< __ _. __ ___ The linkage between behaviour and motives that are either unknown or are such 
that the consumer is reluctant to admit or reveal them 


Given that a variety of manifest and latent motives may be operating in a particular 
purchase such as that shown in Figure 10.1, the first task of the marketing manager is to 
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determine the combination of motives influencing the target market. Manifest motives are 
relatively easy to determine. Direct questions (‘Why did you buy a Mercedes?’) will generally 
produce reasonably accurate assessments of manifest motives. 

Determining latent motives is substantially more complex. Sophisticated analytical tech- 
niques, such as multidimensional scaling, can sometimes provide insights into latent motives. 
‘Motivation research’ or projective techniques are designed to provide information on hidden 
or latent motives. Exhibit 10.4 describes some of the more common projective techniques. 


xhibit 10.4 Motivation research techniques" 


Word association 


Successive word association 


Analysis and use 


Sentence completion 
Story completion 


Analysis and use 


Cartoon techniques 


Third-person techniques 


Picture response 


Analysis and use 


I. Association techniques 
Consumers respond to a list of words with the first word that comes to mind. 


Consumers give the series of words that come to mind after hearing each word on 
the list. 


Responses are analysed to see if negative associations exist. When the time to 
respond (response latency) is also measured, the emotionality of the word can be 
estimated. These techniques tap semantic memory more than motives, and are 
used for brand-name and advertising-copy tests. 
II. Completion techniques 

Consumers complete a sentence such as ‘People who buy a Mercedes ...’. 
Consumers complete a partial story. 
Responses are analysed to determine what themes are expressed. Content analysis 
—examining responses for themes and key concepts—is used. 

III. Construction techniques 


Consumers fill in the words and/or thoughts of one of the characters in a cartoon 
drawing. 


Consumers tell why ‘an average woman’, ‘most doctors’, or ‘people in general’ 
purchase or use a certain product. Shopping lists (‘describe a person who would go 
shopping with this list’) and lost wallets (‘describe a person with these items in 
his/her wallet’) are also third-person techniques. 


Consumers tell a story about a person who is shown, in a picture or line drawing, 
buying or using a product. 


Same as for completion techniques. 


Once the marketing manager has isolated the combination(s) of motives that are 
influencing the target market, the next task is to design the marketing strategy around the 
relevant set of motives. This task involves everything from product design to marketing 
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communications. The nature of these decisions is most apparent in the communications 
area. Suppose that the motives shown in Figure 10.1 are an accurate reflection of a desired 
target market. What communications strategy should the manager use? 

First, to the extent that more than one motive is important, the product must provide more 
than one benefit. The advertising for the product must communicate these multiple benefits. 

Communicating manifest benefits is relatively easy. For example, an advertisement for 
Vulcan Dishlex states, ‘Its special “ECO” control—designed to save you up to 33% energy 
and up to 25% water ever year—has already earned it the coveted five stars on the energy 
rating scale’. This is a direct appeal to a manifest motive for product performance in terms 
of economy. Direct appeals are generally effective for manifest motives, since these are 
motives that consumers are aware of and will discuss. 

Appeals to latent motives are more difficult to implement. On occasion, direct appeals 
can be used. For example, the following advertising copy is a very direct appeal to status, 
elitism, and snobbery: 


Forever imitated, never surpassed. Mercedes 300-class. 
It has often been said that imitation is the sincerest form of flattery. Others constantly 
attempt to emulate the brilliant Mercedes-Benz 300-class. But none has ever come close. 


However, since latent motives are often less than completely socially desirable, indirect 
appeals are frequently used. Most of the copy in an advertisement may focus on quality and 
performance. However, the photograph in the advertisement may show the product being 
used by an apparently wealthy individual. Therefore, a dual appeal is used. The direct 
appeal in the copy focuses on quality and performance, while the indirect appeal in the 
photograph focuses on status. 

While any given advertisement for a product may focus on only one or a few purchasing 
motives, the campaign as a whole needs to cover all the important purchase motives of the 
target market. In essence, the overall campaign should attempt to position the product in the 
schematic memory of the target market in a manner that corresponds with the target 
market’s manifest and latent motives for purchasing the product. 


Marketing strategy based on motivation conflict 


Since there are many motives, and many situations in which these motives are activated, 
there are frequent conflicts between motives. The resolution of a motivational conflict often 
affects consumption patterns. For example, a consumer may be motivated to buy a product 
in a mail catalogue, but may be concerned about the quality of the product. To alleviate this 
concern, the marketer may provide a money-back guarantee to encourage the consumer to 
purchase the product, because this will reduce the consumer’s perceived risk that the 
product’s quality is not good. In many such instances, the marketer can analyse situations 
that are likely to result in a motivational conflict, provide a solution to that motivational 
conflict, and attract the patronage of those consumers facing the motivational conflict. 

There are three types of motivational conflict of importance to marketing managers. These 
are approach—-approach conflict, approach—avoidance conflict, and avoidance—avoidance 
conflict. 


Approach-—approach motivational conflict 


In an approach-approach motivational conflict, a consumer faces a choice between two 
attractive alternatives. The more equal this attraction, the greater the conflict. A consumer 
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who has recently received a large income-tax refund (situational variable) may be torn 
between taking a holiday in Bali (perhaps powered by the novelty motive) and purchasing a 
compact disc player (perhaps powered by the need for self-expression). This conflict could 
be resolved by a timely advertisement designed to encourage one or the other action. Or a 
price modification, such as ‘Buy now, no repayments for six months’, could result in a 
resolution whereby both alternatives are selected. 


Approach-—avoidance motivational conflict 


In an approach—avoidance motivational conflict, the consumer faces both positive and 
negative consequences in the purchase of a particular product. A consumer who is 
concerned about gaining weight yet likes beer faces this conflict. The introduction of light 
beers has reduced this conflict, and allows the weight-conscious consumer to drink beer and 
also control calorie intake. Non-alcoholic beers reduce the conflict between liking beer and 
being concerned about alcohol consumption. 


Avoidance—avoidance motivational conflict 


An avoidance-avoidance motivational conflict is one in which the consumer faces two 
undesirable alternatives. When a consumer’s old washing machine breaks down, this conflict 
may occur. The consumer may not want to spend money on a new washing machine, but he 
or she will also not want to go without one. The availability of credit is one way of reducing 
this motivational conflict. Advertisements stressing the importance of regular maintenance 
or buying genuine replacement parts also use this type of motive conflict: 


‘Remember, when it comes to replacement headlamps, fitting second best could be a 
fatal mistake.’ 


Personality 


While motivations are the energising and directing force that makes consumer behaviour 
purposeful and goal-directed, the personality of the consumer guides and directs the 
behaviour chosen for accomplishing goals in different situations. Personality encompasses 
those relatively long-lasting personal qualities that allow consumers to respond to the world 
around them. A person can easily (though perhaps not always accurately) describe his or her 
personality or the personality of a friend. For example, you might say that one of your 
friends is ‘fairly aggressive, very opinionated, competitive, outgoing and witty’. What has 
been described are the behaviours your friend has exhibited over time across a variety of 
situations. These characteristic ways of responding to a wide range of situations also reflect 
the ways a consumer may respond to marketing strategies. 

There is controversy as to the exact nature of personality, the value of studying such 
a broad area, and problems with the measurement of this factor.!> However, the concept 
is very real and meaningful: people do have personalities! Personality characteristics 
exist in those we know, and help us to describe and differentiate between individuals. 
For marketers, personality characteristics can also be used to help structure marketing 
strategies. 

Several personality theories have been developed—from Freud’s psychoanalytic theory of 
personality to trait theory and self-concept theory. Freud’s theory proposes that an 
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individual’s personality has resulted from the interaction between the desire to satisfy his or 
her own needs and society’s values.!® Personality theories can be categorised as being either 
individual theories or social learning theories. Understanding these two general approaches 
to personality will provide an appreciation of the potential uses of personality as a factor 
incorporated in marketing decisions. 


Individual personality theories 
All individual personality theories have two common assumptions: 


1. All individuals have internal characteristics or traits. 
2. For these characteristics, there are consistent and measurable differences between 
individuals. 


The external environment or events around us (situations) are not considered in these 
theories. Most of these theories state that the traits or characteristics formed at a very early 
age are relatively unchanging over the years. Differences between individual theories centre 
around the definition of which traits or characteristics are the most important. 

Cattell’s theory is a representative example of the individual approach. Cattell believes 
that traits are acquired at an early age through learning, or are inherited. A unique aspect 
of his approach is the delineation of surface traits, or observable behaviours, which can be 
grouped together on the basis of their similarity, and source traits, which represent the 
causes of these behaviours. Cattell feels that, if we could observe the surface traits that 
correlate highly with one another, we would be able to identify an underlying source trait. 
For example, a source trait of assertiveness could account for the surface traits of aggressive- 
ness, competitiveness and stubbornness. Table 10.4 gives examples of some of Cattell’s 
major source traits and corresponding surface traits. 

While Cattell’s theory is representative of multitrait personality theories (theories which 
hold that more than one trait influences behaviour), there are also a number of single-trait 
theories. Single-trait theories stress one personality trait as being of overwhelming 
importance. Some examples of single-trait theories are those that deal with dogmatism, 
authoritarianism, anxiety, locus of control, and social character (tradition-, inner-, other- 
directed). 


Social learning theories 


Social learning theories, as opposed to individual theories, emphasise the environment as 
the important determinant of behaviour.'’ Hence, there is a focus on external versus 
internal factors. Also, there is little concern with variations between individuals in terms 
of individual traits. Systematic differences in situations, in stimuli or in social settings are 
the major interest of social theorists, and not differences in traits, needs or other 
properties of individuals. Rather than classifying individuals, the social theorists classify 
situations. 

Social learning theories deal with the ways people learn to respond to the environment, 
and the patterns of responses they learn. As situations change, individuals change their 
reactions. In the extreme case, every interpersonal interaction may be viewed as a different 
situation, with the result being a different response pattern. Some people may see an 
individual as an extrovert, and others may see the same individual as an introvert. Each 
could be accurate in their assessment of personality, because individuals express different 
aspects of their personalities to each person. 
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Source trait: Surface trait 


Reserved: detached, critical, aloof, stiff versus Outgoing: warmhearted, easygoing, participating 
Affected by feeling: emotionally less stable versus Emotionally stable: mature, faces reality, calm 
Humble: stable, mild, easily led, docile, versus Assertive: aggressive, competitive, stubborn 
accommodating 

Sober: taciturn, serious versus = Happy-go-lucky: enthusiastic 

Expedient: disregards rules versus Conscientious: persistent, moralistic, staid 

Shy: timid, threat-sensitive versus  Venturesome: uninhibited, socially bold 
Tough-minded: self-reliant, realistic versus = Jender-minded: sensitive, clinging, overprotected 
Practical: down-to-earth versus  /maginative: bohemian, absent-minded 
Forthright: unpretentious, genuine, but socially versus Astute: polished, socially aware 

clumsy 

Self-assured: placid, secure, complacent, versus Apprehensive: self-reproaching, insecure, 
serene worrying, troubled 

Conservative: respecting traditional ideas, versus = Experimenting: liberal, freethinking, radical 
conservatism of temperament 

Group dependent: a joiner and sound follower versus = Self-sufficient: resourceful, prefers own decisions 
Undisciplined: lax, follows own urges, careless versus = Controlled: exacting willpower, socially precise, 
of social rules compulsive, following self-image 

Relaxed: tranquil, torpid, unfrustrated, composed versus _—_Jense: frustrated, driven, overwrought 


eee naan chanical gitar ct iia ee Pe 


Source: Adapted from R. B. Cattell, H. W. Eber and M. M. Tasuoka (1970), Handbook for the Sixteen Personality Factors 
Questionnaire, Institute for Personality and Ability Testing, Champaign, Ill, pp. 16-17. Reprinted by permission of the 
copyright owner. All rights reserved. 


A combined approach 


In essence, the differences between individual and social theories of personality can be 
defined as trait versus state. Individual or trait theorists see behaviour as largely determined 
by internal characteristics common to all persons, but existing in differing amounts within 
individuals. Social or state theories claim just the opposite: situations that people face are 
the determinants of behaviour, and different behaviours among people are the result of 
differing situations. The position taken by this book is that behaviour is a result of some 
combination of individual traits or characteristics, and the situations that we face. 

While research seems to indicate that individual traits are not good predictors of 
behaviour, it seems more appealing to look for, and expect to see, some basic stability in 
individual behaviour across situations. For example, a person who is assertive will probably 
tend to exhibit assertive behaviours in a variety of situations. Certainly, some situations 
would result in less assertive behaviour than others, but it seems reasonable to assume that 
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the assertive person will generally act in a more assertive way than a shy person would in 
the same situation. Therefore, the situation modifies the general trait, and together they 
affect behaviour. 


The use of personality in marketing 


While each individual has a variety of personality traits and becomes involved in many 
situations that activate different aspects of personality, some of these traits or characteristics 
are more desirable than others and some may even be undesirable. In some situations a 
person may be shy when he or she wishes to be bold, or timid when he or she would like to 
be assertive. Every individual can find some areas of his or her personality that need 
bolstering or improvement. 

Like individuals, many consumer products also have a ‘personality’.!° One brand of 
perfume may project youth, sensuality and adventure, while another perfume may be viewed 
as modest, conservative and aristocratic. Each perfume has a distinct personality, and is 
likely to be purchased by a different type of consumer or for a different situation. 
Consumers will tend to purchase the product with the personality that most closely matches 
their own, or that strengthens an area in which they feel weak. For example, ‘tommy girl’ is 
a fragrance that would appeal to a woman who sees herself as energetic, refreshing and 
spirited, whereas ‘Shimo’ presents a different appeal—‘Discover the mystery.’ 


Emotion 
Emotion is defined as strong, relatively uncontrolled feelings that affect our behaviour.” 
Everyone experiences a wide range of emotions. Think for a moment about a recent 
emotional experience. What characterised this experience? All emotional experiences tend 
to have several elements in common. The elements of emotional experiences are described 
in the following paragraphs. 

Emotions are generally triggered by environmental events. Anger, joy and sadness are 
most frequently a response to a set of external events. However, emotional reactions can also 
be initiated by internal processes such as imagery. Athletes frequently use imagery to 
‘psyche’ themselves into a desired emotional state. 

Emotions are accompanied by physiological changes. Some characteristic changes are: 


eye-pupil dilation 

increased perspiration 

more rapid breathing 

increased heart rate and blood pressure 
increased blood-sugar level 


VVVVY 


The consistent presence of physiological changes during emotional experiences has led to 
the theory that physiological responses precede emotion. For example, in terms of this 
theory, as an individual starts to fall, the physiological changes described above occur, and 
then he or she experiences fear. 

All emotions, as subjectively experienced and identified, appear to be associated with similar 
physiological changes. The emotions labelled as ‘joy’, ‘fear’ and ‘anger’ occur in conjunction 
with very similar physiological patterns. Current thinking leans towards accepting the primacy 
of physiological changes, which are then interpreted based on environmental occurrences.*° As 
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seen in the example above, a sudden falling sensation will initiate physiological changes. These 
changes would be interpreted on the basis of the situation in which they occur: exhilaration or 
excitement if bungie jumping; fear if falling from a ledge. 

Another characteristic feature of an emotional experience is cognitive thought. Emotions 
generally, though not necessarily, are accompanied by thinking. The types of thoughts and 
one’s ability to think ‘rationally’ vary with the type and degree of emotion. Extreme 
emotional responses are frequently used as an explanation for inappropriate thoughts or 
actions: ‘I was so mad I couldn’t think straight.’ 

Emotions also have associated behaviours. While the behaviours vary between 
individuals, and within individuals across different times and situations, there are unique 
behaviours characteristically associated with different emotions: fear triggers fleeing 
responses; anger triggers striking out; grief triggers crying, and so on. 

Finally, and most importantly, emotions involve subjective feelings. In fact, it is the feeling 
component that is generally referred to when emotions are mentioned. Grief, joy, anger, 
jealousy and fear feel very differently from one another. These subjectively determined 
feelings are the essence of emotion. 

Feelings have a specific component that is labelled as the emotion, such as ‘sad’ or 
‘happy’. In addition, emotions carry an evaluative or a like/dislike component. While the 
terms ‘emotion’ and ‘affect’ are used inconsistently in the literature, this book uses the term 
emotion to refer to the identifiable, specific feeling, and the term affect to refer to the 
liking/disliking aspect of the specific feeling.*! 

While emotions are generally evaluated in a consistent manner by all individuals, and 
within individuals over time, there is some individual and situational variation. For example, 
few people generally want to be sad or afraid, yet we all occasionally enjoy a movie or a book 
that scares or saddens us. Figure 10.2 reflects current thinking on the nature of emotions. 


Sy, igure 10.2 Nature of emotions 


Specific 


feelings 


Environmental 
event 


Affect 


Interpreted 
as emotions 
based on 


Physiological 
changes 
situation 


Behaviours 


Mental 
imagery 


Thoughts 
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Types of emotions 


If asked, we could doubtless name numerous emotions. A group of 20 or so people can 
generally name or describe several hundred emotions. Therefore, it is not surprising that 
researchers have attempted to categorise or ‘type’ emotions into more manageable clusters. 
Plutchik lists eight basic emotional categories: 


fear 

anger 

joy 
sadness 
acceptance 
disgust 
expectancy 
surprise 


ee SS 


According to Plutchik, all other emotions are secondary emotions, and represent 
combinations of these basic categories.2* For example, delight is a combination of surprise 
and joy, and contempt is composed of disgust and anger. 

Other authors have suggested that three basic dimensions—pleasure, arousal, and 
dominance (PAD)—underlie all emotions. Under this theory, specific emotions reflect 
various combinations and levels of these three dimensions.*? Consumer researchers use both 
typologies.2+ Table 10.5 lists the three primary PAD dimensions, a variety of emotions or 
emotional categories associated with each dimension, and indicators or items that can be 
used to measure each emotion. Table 10.6 provides the same information for a 12-emotion 
typology developed by Batra and Holbrook. 


Emotions and marketing strategy 


Marketers have always used emotions on an intuitive level to guide product positioning, 
sales presentations and advertising; the deliberate and systematic study of the relevance of 
emotions in marketing strategy is new. This section briefly describes strategies focused on 
emotion arousal as a product benefit, emotion reduction as a product benefit, and emotion 
arousal in the context of advertising. 


Emotion arousal as a product benefit 


Consumers actively seek products whose primary or secondary benefit is emotion arousal. 
Emotions are characterised by positive or negative evaluations. While positive emotions are 
sought the majority of the time, this is not always the case (“The movie was so sad, I cried 
and cried. I loved it. You should see it.’).*° 

Many products feature emotion arousal as a primary benefit. Movies, books and music 
are the most obvious examples. The Great Barrier Reef and Uluru (Ayers Rock) are 
positioned as emotion-arousing destinations, as are various types of adventure travel 
programs. Long-distance telephone calls have been positioned as emotion-arousing 
products; an example is Telstra’s ‘Making life easier.’ Several brands of soft drinks and beers 
stress excitement and fun as primary benefits. Pepsi Max uses this appeal in its television 
advertisements. Even cars are sometimes positioned as emotion-arousing products, as in the 
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‘ able 10.5 Emotional dimensions, emotions and emotional indicators 


Dimension Emotion Indicator/feeling 

Pleasure Duty Moral, virtuous, dutiful 
Faith Reverent, worshipful, spiritual 
Pride Proud, superior, worthy 
Affection Loving, affectionate, friendly 
Innocence Innocent, pure, blameless 
Gratitude Grateful, thankful, appreciative 
Serenity Restful, serene, comfortable, soothed 
Desire Desirous, wishful, craving, hopeful 
Joy Joyful, happy, delighted, pleased 
Competence Confident, in control, competent 

Arousal Interest Attentive, curious 


Hypoactivation 
Activation 
Surprise 

Deja vu 
Involvement 
Distraction 
Surgency 
Contempt 


Dominance Conflict 
Guilt 
Helplessness 
Sadness 
Fear 
Shame 
Anger 
Hyperactivation 
Disgust 


Scepticism 


Source: Adapted from M. B. Holbrook and R. Batra (1987), 
Journal of Consumer Research, December, pp. 404-20. 


Bored, drowsy, sluggish 

Aroused, active, excited 

Surprised, annoyed, astonished 
Unimpressed, uninformed, unexcited 
Involved, informed, enlightened, benefiting 
Distracted, preoccupied, inattentive 

Playful, entertained, lighthearted 

Scornful, contemptuous, disdainful 


Tense, frustrated, conflictful 

Guilty, remorseful, regretful 

Powerless, helpless, dominated 

Sad, distressed, sorrowful, dejected 

Fearful, afraid, anxious 

Ashamed, embarrassed, humiliated 

Angry, initiated, enraged, mad 

Panicked, overstimulated, confused 
Disgusted, revolted, annoyed, full of loathing 
Sceptical, suspicious, distrustful 


Assessing the Role of Emotions as Mediators of Consumer Responses to Advertising’, 
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L able 10.6 Batra and Holbrook’s emotions and indicators (adjectives)* 


Emotion Indicator 

Activation Aroused, active, excited 
Scepticism Sceptical, suspicious 

Anger Angry, enraged, mad 

Restful Restful, serene 

Bored Bored, uninvolved, unimpressed, unexcited 
Fear Fearful, afraid 

Desire Desirous, wishful, full of craving 
Social affection Loving, affectionate, pure 
Gratitude Grateful, thankful, benefited 
Sadness Sad, remorseful, sorrowful 
Irritation Disgusted, irritated, annoyed 
Surgency Playful, entertained, lighthearted 


Note: *Administered as ‘I felt not at all (adjective)/very (adjective) (seven-point scale). 


Source: Adapted from R. Batra and M. B Holbrook (1990), ‘Developing a Typology of Affective Responses to Advertising’, Psychology and 
Marketing, Spring, p. 22. These authors use the term affect; emotion is used in this table to maintain consistency with the text. 


case of Toyota, with the theme, ‘Oh, What a Feeling!’ Perfume is a good example of a 
product where the arousal of a particular emotion is a benefit of using the product. 


Emotion reduction as a product benefit 


As Tables 10.5 and 10.6 indicate, many emotional states are unpleasant to most individuals 
most of the time. Few people like to feel sad, powerless, humiliated or disgusted. In response 
to this, marketers design and/or position many products to prevent or reduce the arousal of 
unpleasant emotions. 

The most obvious of these products are the various products designed to deal with 
anxiety or depression. People often visit shopping centres, department stores or retail outlets 
to alleviate boredom or to experience excitement or desire. Marketers are recognising the 
importance of designing retail environments to create these emotional experiences.’® 
Flowers are heavily promoted as a cure for sadness. Weight-loss products and other self- 
improvement products are frequently positioned primarily in terms of guilt, helplessness, 
shame or disgust-reduction benefits. Personal-grooming products often stress anxiety 
reduction as a major benefit. 


Emotion in advertising 


Emotion arousal is often used in advertising even when emotion arousal or reduction is not 
a product benefit. A sound understanding of how emotional responses to advertising 
influence consumer responses is just beginning to emerge.*” Some research has focused on 
what causes an advertisement to elicit particular emotions.*® Therefore, the general 
conclusions discussed below must be considered as tentative. 
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The emotional content of advertisements enhances their attention-attraction and 
attention-maintenance capabilities. Advertising messages that trigger emotional reactions of 
joy, warmth or even disgust are more likely to be attended to than are more neutral 
advertisements. As described in Chapter 8, attention is a critical step in the perception 
process. 

Emotions are characterised by a state of heightened physiological arousal. 
Individuals become more alert and active when aroused. Given this enhanced level of 
arousal, emotional messages may be processed more thoroughly than neutral messages. 
More effort and increased elaborative activities may occur in response to the emotional 
state. 

Emotional advertisements that trigger a positively evaluated emotion enhance liking of 
the advertisement itself. For example, ‘warmth’ is a positively valued emotion that is 
triggered by experiencing a love, family or friendship relationship either directly or 
vicariously. Advertisements high in warmth, such as Johnson & Johnson’s advertisement 
showing a toddler enjoying having his hair shampooed, trigger the psychological changes 
described previously. In addition, ‘warm advertisements’ such as these are liked more than 
neutral ones.*” Liking an advertisement has a positive impact on liking the product (see 
Chapter 11). 

Emotional advertisements may be remembered better than neutral ones.*° As discussed in 
Chapter 9, recognition measures, rather than recall measures, may be required to measure 
this enhanced memory. The improvement in memory may be due to the increased processing 
mentioned above, or it may reflect message-structure elements, differing levels of message 
involvement, or other factors. 

Repeated exposure to positive-emotion-eliciting advertisements may increase brand 
preference through classical conditioning. Repeated pairings of the unconditioned response 
(positive emotion) with the conditioned stimulus (brand name) may result in the positive 
affect occurring when the brand name is presented. 

Brand liking may also occur in a direct, high-involvement manner. A person having a 
single or few exposures to an emotional advertisement may simply ‘decide’ that the product 
is a good, or likeable, product. This is a much more conscious process than implied by 
classical conditioning. For example, viewing warmth-arousing advertisements has been 
found to increase purchase intentions, an outcome of liking a product. 

Advertising using emotion-based appeals is gaining popularity. A good example of this 
approach is Johnson & Johnson’s television commercial showing a young mother in hospital 
crying with joy over the birth of her baby. 

BBDO, a major US advertising agency, has compiled a list of 26 emotions which it 
believes can be triggered by advertising. To measure the emotions triggered by an 
advertisement, BBDO developed the Emotional Measurement System. Starting with 
1800 pictures of six actors portraying various emotions, the firm used extensive 
research to narrow the list to 53 that reflect the 26 emotions of interest. To test a 
commercial, respondents are asked to sort quickly through the 53 pictures and set aside 
all those that reflect how they felt while watching the commercial. The percentage of 
respondents selecting particular pictures provides a profile of the emotional response to 
the commercial. 

The system has been used for such companies as Gillette, Pepsi-Cola, Polaroid, and 
Wrigleys. The Gillette commercial with the slogan ‘The Best a Man Can Get’ arouses 
reported feelings of ‘pride’ and ‘confidence’ among men and ‘happiness’ and ‘joyfulness’ 
among women.?! 
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Summary 


Consumer motivations are the energising forces that activate behaviour and provide purpose for and 
direction to that behaviour. In terms of specific product purchases, consumer motivations seem 
highly dependent on the situation at hand. 

There are numerous motivation theories. Maslow’s needs hierarchy states that basic motives must 
be minimally satisfied before more advanced motives are activated. It proposes five levels of 
motivation: physiological, safety, belongingness, esteem and self-actualisation. 

McGuire has developed a more detailed set of motives organised around non-social and social 
motives. Internal, non-social motives are needs that people have with respect to themselves as 
individuals. External, social motives are human needs directly related to interactions with significant 
others. 

Consumers are often aware of, and will admit to, the motives causing their behaviour. Motives 
readily admitted to are manifest motives. They can be discovered by standard marketing research 
techniques such as direct questioning. At other times, consumers are unable or unwilling to admit 
to the motives that are influencing them—latent motives. This type of motive can be determined by 
motivation-research techniques such as word association, sentence completion and _ picture 
response. 

Because of the large number of motives and the many different situations that consumers face, 
motivational conflict can occur. In an approach-approach conflict, the consumer faces a choice 
between two attractive alternatives. In an approach-avoidance conflict, the consumer faces both 
positive and negative consequences in the purchase of a particular product. And, in an 
avoidance—avoidance conflict, the consumer faces two undesirable alternatives. 

The personality of a consumer guides and directs the behaviour chosen for accomplishing goals 
in different situations. Personality is the relatively long-lasting personal quality that allows 
individuals to respond to the world around them. 

There are two basic approaches to understanding personality. Individual theories have two 
common assumptions: all individuals have internal characteristics or traits; for these characteristics 
or traits, there are consistent differences between individuals that can be measured. Most of the 
individual theories state that traits are formed at an early age and are relatively unchanging over 
the years. Social learning theories emphasise the environment as the important determinant of 
behaviour. Therefore, the focus is on external (situational) versus internal factors. 

Brands, like individuals, have personalities, and consumers tend to prefer products with 
personalities that are pleasing to them, messages that portray their own personality, or a desired 
one. However, for most product categories, personality plays only a limited role in brand selection. 

Emotions are strong, relatively uncontrollable feelings that affect behaviour. Emotions occur when 
environmental events or mental processes trigger physiological changes, including increased 
perspiration, eye-pupil dilation, increased heart and breath rate, and elevated blood-sugar levels. 
These changes are interpreted as specific emotions based on the situation. They affect consumers’ 
thoughts and behaviours. Marketers design and position products to both arouse and reduce 
emotions. Advertisements include emotion-arousing material to increase attention, degree of 
processing, remembering, and brand preference, through either classical conditioning or direct 
evaluation. 
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Key terms 


motivation approach-—approach conflict 
motive approach-—avoidance conflict 
Maslow’s hierarchy of needs avoidance—avoidance conflict 
internal, non-social motives personality 

external, social motives individual theories 

internal attribution social-learning theories 
external attribution single-trait individual theories 
attribution theory multiple-trait individual theories 
manifest motives emotion 


latent motives emotion arousal 
motivational conflict 


AA ehetes 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services, and to see if you can identify the motives they use to appeal 
to their target audiences. 


Coca-Cola http://www.ccamatil.com 
GM Holden http://www.gm.com 

Nike http://www.info.nike.com 
Qantas http://www.gantas.com.au 
Telstra http://www.telstra.com.au 
Toyota http://www.toyota.com 


Raviey questions 


1. What is a motive? 

2. What is a motive hierarchy? How does Maslow’s hierarchy of needs function? 

3. What are some of the limitations of Maslow’s theory? 

4. Describe internal, non-social motives, and how knowledge of them would be useful to a marketing 
manager. : 

5. What are external, social motives, and how would knowledge of them be useful to a marketing 
manager? 

6. What is motivational conflict, and what relevance does it have for marketing managers? 

7. What is a manifest motive? A latent motive? 

8. How do you measure manifest motives? Latent motives? 

9. How do you appeal to manifest motives? Latent motives? 
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Describe the following motivation-research techniques: 

a. Association. c. Construction. 

b. Completion. 

What is personality? 

Describe the individual and the social-learning approaches to personality. 
What do single-trait and multiple-trait individual theories mean? How can knowledge of personality 
be used to develop marketing strategy? 

What is an emotion? 

What triggers an emotion? 

What physiological changes accompany emotional arousal? 

What is the relationship between emotions and physiological changes? 
What factors characterise emotions? 

How can emotions be categorised? 

How do marketers use emotions in product design and positioning? 
What is the role of emotional content in advertising? 

Describe BBDO’s Emotional Measurement System. 


Discussion questions 


How could Maslow’s needs hierarchy be used to develop a marketing strategy for: 


a. The Salvation Army? d. Toothpaste? 
b. A hair salon? e. Salte 
c. A bicycle? f. A compact disc player? 


Which (1) internal and (2) external motives would be useful when developing a promotional 
campaign for: 


a. Greenpeace? d. The Boy Scouts? 

b. Cosmetics? e. The Lord Mayor? 

c. A pet store? f. Women’s deodorant? 

Describe how motivational conflict could arise when purchasing or giving a donation to: 
a. Community Aid Abroad. d. Toothpaste. 

b. A compact disc player. e. Bailey’s Irish Cream. 

c. A sports car. f. A dog. 


Describe the manifest and latent motives that could arise when purchasing, shopping at, or giving a 
donation to: 


a. The Salvation Army. d. A compact disc player. 

b. A discount store. e. A bicycle. 

c. An expensive restaurant. f. A dress. 

How could a knowledge of personality be used to develop an advertising campaign for: 
a. A church? , d. A bath soap? 

b. A large-screen TV set? e. Towels? 

c. A surfboard? f. A fast-food chain? 


For each of the external, social motives, identify a brand that may be purchased because of this 
motive. For each brand and external motive, discuss how you would go about using the motive to 
promote the brand. 
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10. 


Using Table 10.4, discuss how you would use one of the personality source traits when developing a 
package design for a low-alcohol wine. 

How would you use emotion to develop marketing strategy for the following products: 

a. The Salvation Army? d. Bath soap? 

b. Greenpeace? e. A fast-food chain? 

c. A sports car? 

List all the emotions you can think of. Which ones are not explicitly mentioned in Table 10.5? Where 
would you place them in this table? 

What products or brands, other than those described in the chapter, arouse or reduce emotions? 


Project questions 


Develop an advertisement for each of the items in Discussion Question 2 based on relevant internal 

and external motives. 

Repeat Project Question 1 based on Maslow’s needs hierarchy. 

Repeat Project Question 1 based on emotions. 

Find two advertisements that appeal to each level of Maslow’s needs hierarchy. Explain why the 

advertisements appeal to this level, and speculate on why the firm selected this level to appeal to. 

Find two advertisements that contain direct appeals to manifest motives, and indirect appeals to latent 

motives. Explain how the advertisements are using indirect appeals. 

Select a product of interest, and use motivation-research techniques to determine the latent purchase 

motives for ten consumers. 

Have ten students describe the personality of the following products/services. To what extent are the 

descriptions similar? Why are there differences? 

a. Foster’s beer. d. An IBM PC. 

b. Lindeman’s wine. e. A local department store. 

c. Toyota Lexus. 

Find and copy five advertisements with strong emotional appeals, and five advertisements from the 

same product categories with limited emotional appeals. 

a. Have ten students rank or rate the advertisements in terms of their preferences and then explain 
their rankings or ratings. 

b. Have ten other students talk about their reactions to each advertisement as they view it. 

Visit some of the Websites identified in this chapter, and write a brief report on whether companies 

can use emotional appeals effectively in this medium. 
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ttitude and 
attitude change 


Chapter objectives 


When you have worked through this chapter, you should understand: 


> 


> 
> 
> 


what attitudes are 
the main components of attitudes 
the strategies that can be used to change attitudes 


the effect of marketing communication on attitudes 
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B2: managers today are facing a challenge. Gone are the days when they represented 
pillars of society, enjoying the respect and deference of their community. Instead, 
according to research conducted by the St George Bank, people have a very low opinion of 
banks. In 1995, for example, up to 75 per cent of the market was dissatisfied with the level 
of services or the choice of products offered by banks. Peter Ryan, chief manager, marketing 
communication, sees this as a particular challenge, and intends to use the St George Bank’s 
recent past as a building society as a way to create more positive attitudes in its consumers 
than did its competitors. The communication strategy has relied on the use of a friendly 
dragon, an approach quite unlike anything usually seen in such a conservative and serious 
environment. But this, and a constant focus on existing customers, seems to be yielding 
favourable results. Research by a market research company specialising in brand tracking 
has revealed that St George now enjoys higher than average scores on attributes such as 
‘different from other banks’, ‘open and innovative’ and ‘community-minded’, and is way 
ahead of the big four banks in this. With the design of a new logo in March 1996, St George 
also tried to ensure that the public became aware that it was now offering more than 
mortgages, an important dimension for potential customers seeking to switch to a new 
bank? 

Many organisations face a similar challenge to St George’s. However, changing 
consumers’ attitudes is, arguably, one of the most difficult tasks a marketing manager can 
undertake. 


Alttitudes 


An attitude is an enduring combination of motivational, emotional, perceptual and 
cognitive processes with respect to some aspect of our environment.’ It is a ‘learned 
predisposition to respond in a consistently favourable or unfavourable manner with 
respect to a given object’.° In other words, an attitude is the way we think and feel about 
and act towards some aspect of our environment such as a retail store, television program 
or product. In other words, an attitude can be summarised as an overall evaluation.‘ 
Figure 11.1 shows how marketing strategy, by affecting attitudes, may affect consumer 
behaviour. 


07 igure 11.1 How marketing strategy can affect behaviour 


Marketing Attitudes Behaviour: 
strategy towards: ¢ Purchase 
influences: ¢ Product/brands * Consumption 

* Feelings * Situations * Communication 
¢ Beliefs * People/places 


¢ Intentions 
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Like any other evaluations, attitudes can range from the positive to the negative, a 
property referred to as favourability. The strength with which a consumer can hold an 
attitude can also range from very weak to very strong, and this is referred to as intensity.° 
In addition, the consumer may hold an attitude with a varying degree of confidence, a factor 
which has been shown to reinforce the link between the attitude and behaviour.® Confidence 
has also been found to impede the process of attitude change, an important element of some 
marketing strategies.’ 

Attitudes are formed as the result of all of the influences described in the previous 
chapters. Many attitudes are the result of early experiences, and family influences will often 
be instrumental in the formation of an adult’s attitudes towards a range of products.® There 
are, however, some instances where attitudes are formed quite independently of a 
consumer’s own range of experiences—for example, they may be formed on the basis of 
what is known of the product, or what can be seen in an advertisement. Such attitudes, 
acquired without prior experience of the product, are known to be held with less confidence 
and would, therefore, be more prone to change.” 

Attitudes also represent an important influence on, and reflection of, an individual’s 
lifestyle. In other words, attitudes are, to some extent, both the source and the result of 
behaviour. Establishing a definite link between attitudes and behaviour has long been an 
objective of marketing researchers, who have achieved mixed results. Many studies have 
failed to demonstrate any degree of predictability for behaviour on the basis of attitudes, 
and a review of this area of study has concluded that ‘it is considerably more likely that 
attitudes will be unrelated or only slightly related to overt behaviours’.!° This has resulted 
in a considerable interest being paid to the area of behavioural intentions in relation to 
attitudes, a topic discussed in the next section. 

Because of their importance, attitudes are the focal point for a substantial amount of 
marketing strategy. This chapter will now examine attitude components, the general strategies 
that can be used to change attitudes, and the effect of marketing communications on attitudes. 


Attitude components 


As Figure 11.2 illustrates, it is useful to consider attitudes as having three components: 
cognitive, affective and behavioural. Each of these attitude components is discussed in more 
detail below. 


Cognitive component 


The cognitive component of attitude consists of a consumer’s beliefs and knowledge about 
an object. For most attitude objects (i.e. the product, ad, person etc. on which the attitude 
is held), consumers have a number of beliefs. For example, they may believe that Diet Coke 
has almost no calories, that it contains caffeine, that it is competitively priced and that it is 
made by a large company. Each of these beliefs reflects knowledge about an attribute of this 
brand. The total configuration of beliefs about this brand of soft drink represents the 
cognitive component of an attitude towards Diet Coke. It is important to keep in mind that 
beliefs need not be correct or true; they need only to exist. 

Many beliefs about attributes are evaluative in nature. That is, attractive styling and 
reliable performance are generally viewed as positive beliefs. The more positive beliefs there 
are associated with a brand and the more positive each belief is, the more favourable the 
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e7 igure 11.2 Attitude components and manifestations 


Initiator Component of attitude Component manifestation Attitude 


Emotions or feelings 
about specific 
attributes or 
overall object 


Stimuli: 
Products, situations, 
retail outlets, 
sales personnel, 


Overall 
orientation 
towards 


Beliefs about 
specific attributes 
or overall object 


Cognitive 


advertisements 
and other 
attitude objects 


object 


Behavioural intentions 
with respect to 
specific attributes 
or overall object 


Behavioural 


overall cognitive component is presumed to be. And, since all of the components of an 
attitude are generally consistent, the more favourable the overall attitude is. This logic 
underlies what is known as the multi-attribute attitude model. 

There are several versions of this model. The simplest is: 


nN 
A, =) Xin 
iz1 
where 
A, = the consumer’s attitude toward a particular brand b 
X,,, = the consumer’s belief about brand b’s performance on attribute i 


nm =the number of attributes considered 


This version assumes that all attributes are equally important in determining our overall 
evaluation. However, for some products, a few attributes such as price, quality or style are 
more important than others. Hence it is often desirable to add an importance weight for 
each attribute: 


nN 
Ay =), WiXip 
i=l 
where 
W, = the importance the consumer attaches to attribute i 
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This version of the model is useful in a variety of situations. However, it assumes that 
more (or less) is always better. This is frequently the case. More kilometres to the litre is 
always better than fewer kilometres to the litre, all other things being equal. This version is 
completely adequate for such situations. 

For some attributes, however, more (or less) is good up to a point, but then further 
increases (decreases) become bad. For example, adding salt to a saltless biscuit will generally 
improve the consumer’s attitude towards the biscuit—up to a point. After that point, 
additional amounts of salt will decrease the positive nature of the attitude. In such 
situations, an ‘ideal point’ needs to be introduced into the multi-attribute attitude model: 


nN 
Ap =), W,11;-Xi| 
i=1 
where 
I, = the consumer’s ideal level of performance on attribute 7 


Since multi-attribute attitude models are widely used by marketing researchers and 
managers, an example using the weighted ideal point model is shown. The weighted ideal 
point model assumes that consumers seek an ideal level in a number of attributes for a 
product, but that they also assign different degrees of importance to these different 
attributes. The simpler models would work in a similar manner. Let us assume that a 
segment of consumers perceive Diet Coke to have the following levels of performance on 
four attributes: 


Low price = = A a = ss = High price 
. | X ; 
Mild taste = = = = = aad = Bitter taste 
: | X 
High status ae a = = = = Low status 
, IX ‘ ‘ 
Low calories aa = = = = = = High calories 


(1) (2) (3) (4) (5) (6) (7) 


This segment of consumers (the X’s) believes that Diet Coke is average in price, very bitter 
in taste, somewhat low in status, and extremely low in calories. Their ideal soft drink (the I’s) 
would be slightly low priced, very mild in taste, somewhat high in status, and extremely low 
in calories. Since these attributes are not equally important to consumers, attributes are 
assigned weights based on the relative importance a consumer or segment of consumers 
attaches to each attribute. A popular way of measuring importance weights is with a 100-point 
constant-sum scale. For example, the importance weights shown below express the relative 
importance of four soft-drink attributes, such that the total adds up to 100 points. 


Attribute Importance 
Price 10 
Taste 30 
Status 20 
Calories 40 


Total 100 points 
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In this case, the number of calories is considered the most important attribute, with taste 
slightly less important. Price is considered of little importance. From this information, it 
becomes possible to index this consumer’s or segment’s attitude towards Diet Coke as 
follows: 


A (11013 =4l) W430) (12 Gl) (203 = Sh oe 4) 
= (10)(1) + (30)(4) + (20)(2) + (40)(0) 
=a7 


0 


Diet Coke 


This involves taking the absolute difference between the consumer’s ideal soft-drink 
attributes and beliefs about Diet Coke’s attributes, and multiplying these differences by the 
importance attached to each attribute. In this case, the attitude index is computed as 170. 

Is this good or bad? An attitude index is a relative measure, so in order to determine 
whether this index reflects a favourable or unfavourable attitude we must evaluate it relative 
to attitudes towards competing products or brands. 

If Diet Coke were perceived as the ideal soft drink, then all of the beliefs and ideals of the 
consumers in the segment would be equal, and an attitude index of zero would be computed, 
since there would be no difference between what was desired and what the consumers 
believe to be provided. However, if beliefs and ideals are at extreme opposite ends of the 
scale for each attribute, a maximum difference is possible between desired and perceived 
beliefs. 

In this example, an index of 600 represents the worst possible evaluation, and hence 
implies the least favourable attitude. The following diagram shows that an attitude index of 
170 could be inferred as a favourable attitude since it is near the favourable end of the 
attitude scale. It is also possible, however, that this score of 170 could be relatively 
unfavourable, if other competing brands have lower (more favourable) scores. 


0 100 200 300 400 500 600 
A 

Strongly 170 Strongly 

favourable unfavourable 

attitude attitude 


The multi-attribute aspect of the cognitive component has been viewed, so far, as though 
consumers explicitly and consciously went through a series of deliberate evaluations, and 
summed them to form an overall impression. However, this level of effort would usually 
occur only in very high-involvement purchase situations. In general, the multi-attribute 
attitude model merely represents a non-conscious process that is much less precise and 
structured than that implied by the model. 


Affective component 


Feelings or emotional reactions to an object represent the affective component of an 
attitude. A consumer who states, ‘I like Diet Coke,’ or, ‘Diet Coke is a terrible drink,’ is 
expressing the results of an emotional or affective evaluation of the product. This overall 


CHAPTER 11 ATTITUDE AND ATTITUDE CHANCE 


evaluation may be simply a vague, general feeling developed without cognitive information 
about the product. Or it may be the result of several evaluations of the product’s 
performance on each of several attributes. Therefore, the statements, ‘Diet Coke tastes bad,’ 
and ‘Diet Coke is overpriced,’ imply a negative affective reaction to specific aspects of the 
product; this, in combination with the consumer’s feelings about other attributes, will 
determine the overall reaction to this brand of soft drink. 

Most beliefs about a product have associated affective reactions or evaluations. For 
example, the belief that Diet Coke costs $3.49 for six cans could produce a positive reaction 
(affective statement or feeling): “This is a bargain’, a negative feeling: “This is overpriced’, or 
a neutral feeling: “This is an average price’. The emotion or feeling attached to a given belief 
depends on the individual and the situation. 

Since products, like other objects to which consumers react, are evaluated in the context 
of a specific situation, a consumer’s affective reaction to a product (as well as beliefs about 
the product) may change as the situation changes. For example, consumers may believe that 
‘Diet Coke has caffeine’, and that ‘Caffeine will keep you awake’. These beliefs may cause 
a positive affective response when the consumers need to stay awake to study for an exam, 
and a negative response when they want to drink something late in the evening that will not 
keep them awake.!! 

Because all of us have unique motivations and personalities, past experiences, reference 
groups and physical condition, each individual may evaluate the same belief differently. 
Some consumers may have a positive feeling towards the belief that ‘Diet Coke has a strong 
taste’, while others may respond with a negative reaction. 

However, despite individual variations, most individuals within a given culture react in a 
similar manner to beliefs that are closely associated with cultural values. For example, 
beliefs and feelings about a restaurant with respect to cleanliness are likely to be very similar 
among individuals in Australia and New Zealand, since this value is important in our 
culture. Often, there is a strong association between how a belief is evaluated and a related 
value that is of importance within a culture.” 

While feelings are often the result of an evaluation of specific attributes of a product, they 
can precede and influence cognition. As will be seen later, a consumer may come to like a 
product through classical conditioning without acquiring any cognitive beliefs about the 
product. Indeed, the initial reaction to a product may be one of like or dislike without any 
cognitive basis for the feeling. This initial affect can then influence how consumers react to 
the product itself.'° 


Behavioural component 


The behavioural component of an attitude is the tendency of the attitude holder to respond 
in a certain manner towards an object or activity. A series of decisions to purchase or not 
to purchase Diet Coke, or to recommend it or other brands to friends, would be the 
behavioural component of an attitude about Diet Coke. As the next section will detail, the 
behavioural component provides response tendencies or behavioural intentions. Actual 
behaviours reflect these intentions, as these behaviours are modified by the situation in 
which they occur. 

Since behaviour is generally directed towards an entire object, it is less likely to be 
attribute specific than either beliefs or affect. However, this is not always the case, 
particularly with respect to retail outlets. For example, many consumers may buy tinned 
goods at supermarkets, but meats and fresh vegetables only at butcheries or fruit shops. 
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Therefore, for retail outlets it is both possible and common to react behaviourally to specific 
beliefs about the outlet. This is generally impossible to do with products, because the 
alternative is either to buy or not to buy the complete product. 


Component consistency 


Figure 11.3 illustrates a critical aspect of attitudes: all three of its components tend to be 
consistent. This means that a change in one attitude component tends to produce related 
changes in the other components. This tendency is the basis for a substantial amount of 
marketing strategy. 

Marketing managers are ultimately concerned with influencing behaviour. However, it 1s 
often difficult to influence behaviour directly. In other words, it is very seldom possible to 
have a direct effect on consumers so that they immediately buy a certain product. However, 
consumers will often listen to sales personnel, attend to advertisements, or examine 
packages. It is possible to aim, therefore, at indirectly influencing behaviour by providing 
information, music, or other stimuli that will influence a belief or feeling about the product. 


5, igure 11.3. Attitude-component consistency 


Cognitive component 


(beliefs) 


Affective component Overall 


attitude 


(feelings) 


Behavioural component 


(response tendencies) 


In contrast to our discussion above, a number of research studies have found that there 
is only a limited relationship between the three components.!* It is necessary to examine the 
sources of this inconsistency by considering an example. Suppose a customer has a set of 
positive beliefs towards the Macintosh computer, and also has a positive affective response 
to this brand and model. Further, suppose that these beliefs and affect are more favourable 
towards the Macintosh than towards any other computer. The customer, when responding 
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to a questionnaire, indicates these positive beliefs and feelings. However, the consumer does 
not own a Macintosh, or purchases another brand or model. Hence, a researcher might 
conclude that the three components are not consistent. 

At least seven factors can operate to reduce the consistency between measures of beliefs 
and feelings and observations of behaviour: 


1. A favourable attitude requires a need or motive before it can be translated into action. 
The consumer may not feel a need for a computer, or may already own an acceptable, 
though less preferred, brand. 

2. Translating favourable beliefs and feelings into ownership requires ability. The 
consumer may not own a computer, or may purchase a less expensive model because he 
or she has insufficient funds for purchasing a Macintosh. 

3. In the examples provided as illustration in this chapter, attitudes were measured only 
towards computers. However, purchases often involve trade-offs both within and 
between product categories. For example, the consumer may purchase a less expensive 
computer in order to save resources for buying a new camera or a Cart. 

4. Ifthe cognitive and affective components are weakly held, and if the consumer obtains addi- 
tional information while shopping, then the initial attitudes may give way to new ones. 

5. The attitudes of a single individual were measured in the examples given in this chapter. 
However, as will be seen in Chapter 14, many purchase decisions involve other 
household members, either directly or indirectly. The shopper may, for instance, 
purchase a simpler computer so that other family members can operate it. 

6. Brand attitudes are generally measured independently of the purchase situation. 
However, many items are purchased for, or in, specific situations.!> A very inexpensive 
computer may be purchased if the consumer anticipates access to more sophisticated 
equipment in the near future. 

7. It is difficult to measure all of the relevant aspects of an attitude. Consumers may be 
unwilling or unable to articulate all of their feelings and beliefs about various products 
or brands. Therefore, attitude components are sometimes more consistent than any 
measures suggest them to be. 


In summary, attitude components—cognitive, affective and behavioural—tend to be consis- 
tent. However, the degree of apparent consistency between measures of cognition and affect 
and observations of behaviour may be reduced by a variety of factors, as mentioned above. 


Measurement of attitude components 


Purchase and use behaviour at the brand level are predicted most accurately by overall 
measures of brand liking or affect. However, since components of attitudes are often an 
integral part of a marketing strategy, it is important to be able to measure each component. 
Approaches for measuring the components are shown in Exhibit 11.1, and are mentioned 
with some detail in Appendix A. 

In Exhibit 11.1, the cognitive component is measured by the beliefs consumers have about 
Diet Coke. Naturally, a lack of product knowledge as well as inaccurate knowledge could 
hinder the development of a positive overall attitude towards Diet Coke. The affective or 
evaluative component relates to how consumers feel about the product. In this example, 
feelings about Diet Coke are expressed in terms of taste, price and caffeine, as well as in 
overall terms. Finally, the behavioural component is often measured by the strength of 
intention to buy on the next purchase occasion, or by past purchases. 
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E xnivis 11.1 Measuring attitude components 


Cognitive component (Measuring beliefs about specific attributes) 
Diet Coke 


Strong taste 

Low priced 
Caffeine free 
Distinctive in taste 


Mild taste 


High priced 
High in caffeine 


Similar in taste to most 


Affective component (Measuring feelings about specific attributes or the overall brand) 


| like the taste of Diet Coke. 
Diet Coke is overpriced. 
Caffeine is bad for your health. 
| like Diet Coke. 


Neither 
agree 
Strongly nor Strongly 
agree Agree disagree Disagree _ disagree 


Behavioural components (Measuring actions or intended actions) 


Have you ever purchased Diet Coke? |_| Yes (how often? ___) 
|_| No 

| ] Definitely will buy 

[_] Probably will buy 

|] Might buy 

|_] Probably will not buy 
|_|] Definitely will not but 


What is the likelihood you will buy Diet Coke 
the next time you purchase a soft drink? 


Aittitude-change strategies 


The attitude change induced by manipulating the marketing mix can be illustrated by the 
attempt by McDonald’s to demonstrate the nutritional value of its products. Fast-food 
companies, and McDonald’s in particular, have long been accused of providing poor 
nutrition, and of being associated with many of the health problems derived from the high- 
fat, high-sugar diet now common in many Western societies. In order to respond to this type 
of criticism, McDonald’s published and distributed in all of its outlets a pamphlet describing 
in detail how its menu incorporates each of the major food groups, and emphasising the 
variety of ingredients used in the making of its products. The pamphlet also included a full 
table providing the nutritional value (energy as well as fat, carbohydrate and protein 
content) for every single item on its menu, including drinks. A Diabetic Food Exchange list 
was also developed, in association with Diabetes Australia (NSW), to assist consumers with 
particular diet requirements. 

As Figure 11.3 shows, changing any one attitude component is likely to produce related 
changes in the other components. Therefore, marketing managers may focus on any one— 
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or more than one—of the components as they attempt to develop favourable attitudes 
towards their brands. In the opening example, the action by St George Bank demonstrates 
how an organisation facing negative attitudes may attempt to change those in their favour. 
The following sections detail some of the approaches that may be used for this purpose. 


Changing the affective component 


It is increasingly common for a firm to influence consumers’ liking of its brand without 
directly influencing either beliefs or behaviour. If the firm is successful, increased liking will 
tend to lead to more positive beliefs, which could lead to purchase behaviour, should a need 
for the product category arise. Or, perhaps more commonly, increased liking will lead to a 
tendency to purchase the brand should a need arise, with purchase and use leading to more 
positive beliefs. Both of these outcomes are shown in Figure 11.4. Marketers use three basic 
approaches to increase affect directly: classical conditioning, affect towards the advertisement 
itself, and ‘mere’ exposure. 
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Classical conditioning 


One way of directly influencing the affective component is through classical conditioning 
(see Chapter 9). With this approach, a stimulus the audience likes, such as music, is 
consistently paired with the brand name. Over time, some of the positive affect associated 
with the music will transfer to the brand. Other ‘liked’ stimuli, such as pictures, or high- 
profile personalities, are frequently used for this reason. For example, when Playtex decided 
to re-launch its famous Cross-Your-Heart Bra, it used supermodel Helena Christensen to 
promote it. Wonderbra, another of Playtex’s products, met with instant success when 
advertised by Eva Herzigova, another well-known supermodel.'® 

A bank could also use a well-loved tune or a popular personality in order to generate 
positive feelings towards its name and identity. Indeed, St George’s choice of a well-known 
singer as its spokesperson (in addition to its dragon!) is an illustration of this. 


Affect towards the advertisement 


As we saw in Chapter 10, liking the advertisement increases the tendency to like the 
product.” Positive affect towards the advertisement may increase liking for the brand 
through classical conditioning, or it may be a more high-involvement, conscious process. 
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Using humour, celebrities or emotional appeals increases affect toward the advertisement. 
Each of these is discussed in the last section of this chapter. 

For some years now, banks have tried to avoid the overly serious tone that has long been 
thought appropriate for dealing with financial matters. The teaser campaign that presided 
over the launch of the Commonwealth Bank made ample use of humour so that the public 
would be enjoying and looking forward to the advertising campaign in its own right. This 
was done because creating very positive feelings towards the commercial was felt to be a 
good base on which to build positive feeling towards the bank itself. 


Mere exposure 


While the issue is controversial, there is evidence that affect may also be increased by mere 
exposure.!® That is, simply presenting a brand to an individual on a large number of 
occasions could make the individual’s attitude towards the brand more positive. In other 
words, the continued repetition of advertisements for low-involvement products may well 
increase liking for and subsequent purchase of the advertised brands without altering the 
initial belief structure. Wrigley’s 1993 advertising campaign, featuring tennis champion Liz 
Smiley merely repeating that its taste ‘really lasts’, won an effectiveness award because the 
agency DDB Needham had the numbers to show a 50% growth in the year preceding the 
award. The more recent campaign for Mentos, described by many as ‘corny’ and 
‘amateurish’, has also seemingly assisted in a 160% increase over 4 years. The ads run in 
more than 40 countries with a translated jingle and enjoy such a following that an Internet 
site is dedicated to Mentos ads!!? 

The fact that advertising may alter affect directly and, by altering affect, indirectly alter 
purchase behaviour without first changing beliefs has a number of important implications: 


» Advertising campaigns designed to alter affect need not contain any cognitive (factual or 
attribute) information. 

» Classical conditioning principles should guide such campaigns. 

» Attitudes towards the advertisement itself (ie. liking) are critical for this type of 
campaign (unless ‘mere exposure’ is being used). 

» Repetition is critical for affect-based campaigns. 

» Traditional measures of advertising effectiveness, which focus on the cognitive 
component, are inappropriate for affect-based campaigns. 


As most Australian and New Zealand television viewers would be aware, banks are now 
using advertising in a continuous manner, promoting, in turn, their corporate identity and 
particular products such as home or personal loans. In recent years, even more sophisticated 
financial products have been advertised broadly, all of which has contributed to repeated 
exposure of consumers to the bank name and logo. The leading banks thus enjoy a ‘top-of- 
the-mind’ awareness which is both a reflection of and a contributing factor to their market- 
share dominance. 


Changing the behavioural component 


Behaviour, specifically purchase or consumption behaviour, may precede the development of 
cognition and affect. Or it may occur in contrast to the cognitive and affective components. 
For example, a consumer may dislike the taste of diet soft drinks and believe that artificial 
sweeteners are unhealthy. However, rather than appear rude, the same consumer may accept 
a diet drink when offered one by a friend. Drinking the beverage may alter previous 
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perceptions of its taste and lead to liking; this, in turn, may lead to increased learning, which 
will change the cognitive component. Evidence suggests that attitudes formed as a 
consequence of product trial are strongly held.?° 

Figure 11.5 illustrates this approach. Behaviour can lead directly to affect, to cognition, 
or to both simultaneously. Consumers frequently try new brands or types of low-cost items 
in the absence of prior knowledge or affect. Such purchases are as much for information 
(“Will I like this brand?’) as for the satisfaction of some underlying need such as hunger. 

For organisations such as banks, where perceived switching costs are high, getting 
consumers to engage in a behavioural change is difficult. Yet getting potential consumers 
simply to visit the branch of a new bank (perhaps in order to drop in a form to enter a 
competition or to apply for a credit card) may represent the first stage of a shift in the 
behavioural component. When National Australia Bank offered the public a free mortgage 
‘tailoring’ that would save thousands of dollars in repayment, the bank was simply 
encouraging potential consumers to locate, and visit, the nearest and most convenient NAB 
branch. Once this was done, consumers were more likely to envisage the transfer of their 
mortgage to this new establishment. 
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Changing behaviour prior to changing affect or cognition is based primarily on operant 
conditioning (conditioning that teaches behaviours with methods based on rewards and punish- 
ment—see Chapter 9). Therefore, the key marketing task is to induce people to purchase or 
consume the product—and ensuring that the purchase/consumption will indeed be rewarding. 
Coupons, free samples, point-of-purchase displays, tie-in purchases and price reductions are 
common techniques for inducing trial behaviour. Since behaviour often leads to strong positive 
attitudes towards the consumed brand, a sound distribution system (avoiding having stock 
running out) is important, to prevent current customers from trying competing brands. 


Changing the cognitive component 


A common and effective approach to changing attitudes is to focus on the cognitive 
component.*! Therefore, to change attitudes towards cigarette smoking, the Australian 
Cancer Society Inc. has presented information on the negative health consequences of 
smoking. Likewise, governments in many countries have attempted to argue against drink 
driving and other anti-social behaviours. Exhibit 11.2 gives an example of such strategies. 
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xhibit 11.2 Cognitive-change strategies: an example 
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The theory is that, if a belief about an issue is influenced, affect and behaviour will then 
change. This sequence is shown in Figure 11.6. It is also possible for a changed cognition to 
lead directly to purchase, which could then lead to increased liking. This is also shown in 
Figure 11.6. 
Four basic marketing strategies are used for altering the cognitive structure of a 
consumer’s attitude: 


Changing the beliefs about the attributes of the brand. 
Changing the relative importance of these beliefs. 


Adding new beliefs. 


Changing the beliefs about the attributes of the ideal brand. 


Each of these strategies is illustrated in Table 11.1, and described below. 


Laie 11.1 Alternative cognitive component-change strategies 


Initial belief structure and attitude (attitude = 300) 


Attribute Importance 

Price 50 

Taste 50 

Social status 210 
100 


A: Strategy 1: Changing beliefs about brand (Attitude = 200) 


Price 50 
Taste 50 
Social status a8 

100 


B: Strategy 2: Shifting attribute importance (Attitude = 220) 


Price 30 
Taste 30 
Social status 40 

100 


C: Strategy 3: Adding beliefs (Attitude = 220) 


Price 30 
Taste 30 
Social status 0 
Fewer calories 40 

100 


D: Strategy 4: Changing beliefs about ideal (Attitude = 150) 


Price 50 
Taste 50 
Social status 6) 


Ideal Belief 
3 5 
5 | 
> 4 
3 5 
5 3 
3 4 
3 5 
5 1 
3 4 
3 5 
5 1 
3 4 
5 4 
3 5 
2 1 
3 4 
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Changing beliefs 


The first strategy involves shifting beliefs about the performance of the brand on one or 
more attributes. The attitude of a consumer who believes that Foster’s beer is overpriced and 
tastes bitter is shown in Table 11.1. Based on this structure of beliefs, ideal beliefs and belief 
importance, an attitude index of 300 was computed. By shifting this consumer’s perception 
of the taste of Foster’s (perhaps through advertising) to a middle position, the attitude index 
is improved to 200 (Table 11.1, section A). 

There are many other examples of this practice. For example, Exhibit 11.3 shows how 
Blackmores attempts to change consumers’ belief that age is the only factor influencing skin 
ageing and appearance. Also, when National Australia Bank advertised that each account 
was personalised, it was aiming to change the particular belief that all customers are treated 
the same by all banks, and that banks are often anonymous and ‘heartless’ corporations. 


xhibit 11.3 Attempting to change beliefs 
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Antioxidants At Blackmores we have been researching antioxidants for over ten years and now make an Antioxidant Skin Care range that works from two sides. Oiside: Independent 
clinical tests show a reduction in the appearance of fine lines.and wrinkles of up to 25% and an improvement in skin hydration of up to 65%. jaside.Sun, pollution, stress, and 
poor diet can all cause oxidation; so an Antioxidant Complex tablet (with herbal antioxidant, green tea) is included to scavenge free radicals from BLACKMORES 
the inside* For more information call our Naturopathic Advisory Centre on 1902 261.593*, or-visit our-web-site http://www.blackmores.com #54 % ! 
Vitamin supplements may be of assistance only if dietary vitamin intake is inadequate. *For full ingredients, see label. "Call charge 95¢ per minute (Telads). Higher charges spply from mobile and payphones. G8) BLKOOS & TH E (BE ST OF: H EA L r Be x 


Shifting importance 


In our example in Table 11.1, the beer consumer considers some beliefs to be more 
important than others. Therefore, another way to change an attitude is to shift the relative 
importance away from attributes evaluated as poor to attributes that are positively 
evaluated. This strategy is illustrated in Table 11.1, section B, where importance has been 
shifted from price and taste to the social status of the beer. 
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While most banks may be competing on price (be it with lowest fees or higher interest 
rates), smaller local banks often try to make their consumers value something else. For 
example, the Adelaide Bank emphasises its local knowledge and its South Australian base. 


Adding beliefs 


The third attitude-change strategy involves adding new beliefs to the consumer’s belief 
structure. Let us assume that Foster’s is able to offer one-third fewer calories in a beer 
without altering the taste. Let us also assume that our consumer views this as a very 
favourable new product feature. The addition of this positive feature contributes to a better 
overall attitude towards this brand, as illustrated in Table 11.1, section C. 

St George succeeded in adding beliefs when it achieved higher scores than its competitors 
on attributes such as ‘open’ and ‘innovative’, two characteristics not traditionally associated 
with banking institutions. 


Changing the ideal 


The final change strategy involves altering the perceptions of the ideal brand. For example, 
Foster’s may attempt to convince our consumer that good beer has a strong taste. The result 
of succeeding in this strategy can be seen in Table 11.1, Section D. Exhibit 11.4 illustrates 
how a product can be promoted as representing a new ideal. 


xhibit 11.4 Representing a product as a new ideal 


To survive the rat race, 
you can’t eat like a mouse. 


Some days you just can’t win, but if you look after 


yourself at least you'll have a headstart. 


Ir’s not just what you cat that’s important, but how 
much. That’s why Healthy Choice Dinners now 
also come in a larger 400¢ size for healthy appetites. 


And they’re still low in fat, sodium and cholesterol. 
You can’t have too much of a good thing, so make 
new 400g Healthy Choice Dinners part of your 


overall plan for healthier living. 


Healthy Choice . . . is looking after yourself. “oe 


11.17 


11.18 


SECTION THREE INTERNAL CNELUENTCES 


Similarly, whereas the ideal bank was once a serious and conservative organisation to 
which consumers would defer, the ideal bank of today is one that responds to consumer 
demands and is flexible in terms of both the type of services offered and the type of delivery. 
Phone banking and other convenience features of some banks demonstrate that the notion 
of ‘ideal’ has been shaped and changed in the last two or three decades. 

Clearly, the options of whether to add a belief, shift importance or change the ideal are 
not mutually exclusive, and many firms attempt to achieve more than one of the attitude 
shifts described above when trying to position a new product, or even an existing one. For 
example, when Volvo became aware of an ‘image’ problem, it reacted by putting in place a 
new strategy that would dispel the myth surrounding the brand that it was driven by 
retirees, accident-prone drivers and affluent women picking up kids and groceries. The 1996 
Australian campaign aimed for a look not unlike that of Country Road advertisements, with 
the inclusion of racing champion Peter Brock and young models in their twenties, all 
designed to update the somewhat dull and conservative image of the car. But new car models 
were also launched so as to make the claim that Volvo, in addition to being ‘safe and well- 
engineered’, could also be ‘stylish, contemporary, fun to drive and performance 
orientated’ .?” 

Perhaps even more dramatic is the attitude change on which Swatch—the 
watchmaker—and Mercedes are capitalising on the outcome of their joint venture, a funky 
little urban car by the name of ‘Smart’, set to revolutionise the concept of urban mobility. 
With a planned distribution relying on franchisees and hypermarkets, the ‘Smart’ will 
require a significant shift in people’s attitudes towards the appropriate purchase process 
tor a-Car” 


Market segmentation and product-development 
strategies based on attitudes 


Market segmentation 


The identification of market segments is a key aspect of marketing. Properly designed 
marketing programs should be built around the unique needs of each market segment. The 
importance of various attributes is one way of defining customer needs for a given product. 
Segmenting consumers on the basis of the attribute or attributes important to them is called 
benefit segmentation.** 

To define benefit segments, a marketer needs to know the importance attached to the 
respective attributes of a particular product or service. Then benefit segments can be formed 
by grouping consumers with similar attribute importance ratings into segments, such that 
within a segment consumers are seeking the same benefit(s). 

Additional information about consumers within each segment is obtained, to develop a 
more complete picture of each segment. Then, once the primary benefit sought by each 
segment and the descriptive characteristics of each segment are known, separate marketing 
programs can be developed for each of the segments to be served by the organisation. 
Exhibit 11.5 shows benefit segments of relevance to the arts market.?° 


CHAPTER 14 


Product development 


While the importance consumers attach to key attributes provides a meaningful way to 
understand needs and form benefit segments, the ideal levels of performance indicate 
consumers’ desired level of performance in satisfying those needs. These ideal levels of 
performance can therefore provide valuable guidelines for developing a new product or 
reformulating an existing one. 

Figure 11.7 illustrates how ideal levels can be used in product development. It shows how 
Coca-Cola used this approach in developing a new soft drink.?” The first step was to 
construct a profile of a segment of consumers’ ideal level of performance with respect to the 
key attributes of a soft drink. For a particular type of soft drink, four attributes were 
identified, and the average ideal level of performance was obtained from consumer ratings. 
(At this point, if there is a wide range of ideal ratings for a particular attribute, further 
segmentation may be required.) 
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xhibit 11.5 


Benefit segments for the arts market?® 


Current users 


Peak aesthetic 
Cultural aspirants temporary diversion Experience 
Benefits sought Enlightenment; cultural exposure. Passive entertainment; relaxation. Emotional and intellectual 
Intellectual expansion. Non-cognitive diversion. involvement/stimulation. 
Identification with the ‘cogniscenti’. | A social medium. Professional excellence; 
An evening out. creativity and beauty. 
Category beliefs Arts attendance helps provide the Arts performance should offer Arts performance should 
intellectual sophistication of entertainment and diversion; offer a high level of artistic 
‘cogniscenti’ with whom | a relaxing atmosphere while excellence, and permit 
identify. enjoying the company of emotional and intellectual 
friends and family. involvement. 
Preferred leisure Reading, crafts, antiquing. Dining out, movies, skiing, biking, Crafts, sailing, reading, skiing etc. 
activities ‘Serious’ art performances. sightseeing. ‘Professional’ arts performances 
Lighter art performances of particular merit. 
Participation Frequent. Infrequent to moderate. Moderate to frequent. 
Occasions of Evening, weekends—whenever Predominantly weekends. Evenings, weekends—performances 
participation programs offered. and activities of special interest. 
Media habits Local/national newspapers. Local newspapers, posters and Local/national newspapers. 
Posters, mailers, handbills. handbills. Posters, mailers, handbills. 
Moderate television and radio. Light television and radio. 
Personality/lifestyle Other-directed. Other-oriented and Sophisticated and well educated; 
Impressionable. socially active. inner-directed. 
Socially active. 
Demographics Age: Younger, 21-35 Age: 25-49 Sophisticates of all ages. 


Tertiary education. 
Beginning professional career. 


Hgh school or some tertiary 
education. 
Income: $A20 000-$A25 000. 


Tertiary education; professional. 
Income: $A25 000 and over. 
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Benefits sought 


Category beliefs 


Preferred leisure 
activities 


Participation 


Occasions of 
participation 


Media habits 


Personality/lifestyle 


Demographics 


SECTION THREE 


Security seeker 


Relaxation, security of 
family and friends. 

Peer approval. 

To feel at ease. 


Arts are designed for more 
sophisticated group. 
Would feel insecure, 
uncomfortable and 
out of place. 


Television, dining out, 
family outings. 

Peer- and family-oriented 
activities. 


Low to moderate. 


Weekends, holidays, 
vacations. 


Local newspapers. 
Heavy radio and television. 


Reticent, insecure, 
conforming. 

Oriented towards 
family and friends. 


Age: 25-64; 


unskilled or semi-skilled. 


Education: High school 
or less. 
Income: Below average. 
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Non-users 


Hedonist 


Entertainment. 
Excitement. 
Action. 


Arts are too formal, 
serious and passive. 


Fishing, boating, sports etc. 


Action-oriented activities. 


High. 


Evenings, weekends 
whenever possible. 


Local/national newspapers. 


Moderate radio and 
television. 

Special-interest magazines; 
posters. 


Outgoing, active, 
fast-paced lifestyle. 


Age: 25-49; 


technician, white collar. 


Education: High school/ 
tertiary. 
Income: Above average. 


Pragmatist 


Convenience. 

Diversion. 

Feeling of productivity 
and involvement. 


Arts are for snobbish, 
non-active people. 

Don’t understand or 
relate to arts. 


Gardening, woodworking, 
sewing. 
Productive activities. 


Moderate to high. 


Evenings, weekends, 
vacations. 


Local newspapers. 

Low to moderate 
television. 

Special-interest magazines, 
posters, mailers. 


Practical, organised. 
Family- and work-oriented. 


Age: 35-64; 
tradesperson. 

Education: High school or 
technical school. 

Income: Above average. 


Children-oriented 


Upward mobility for 
children; well-rounded 
education for children. 


Children should have the 
educational and social 
opportunities needed 
for a successful life. 


Family activities, outings, 
camping, sports etc. 

Scouting, school, clubs 
encouraged. 


Moderate to high. 


Encouraged to become 
involved frequently. 


Local newspapers. 

Mailers. 

Moderate radio and 
television. 


Conservative, practical, 
hardworking. 
Family-oriented. 


Age: 35-49; 

semi-skilled or clerical. 
Education: High school. 
Income: average. 


A second step involves the creation of a product concept that closely matches the ideal 


profile. The concept could be a written description, picture or actual prototype of the 
product to be developed. As Figure 11.7, section B, shows, consumers evaluated the product 
concept developed by Coca-Cola as being fairly close to their ideal level of performance on 
each of the four attributes. It appears that only the manufacturers’ concept of colour was 
off target, as the drink appeared to be a little too dark. 

The next step is to translate the concept into an actual product. When this was done by 
Coca-Cola, and presented to consumers, they did not perceive it to be similar to either the 
product concept or their ideal levels of performance (see Figure 11.7, section C). While 
the actual product achieved a reasonable attitude rating, the product concept scored 
higher (see Figure 11.7, section D). The product could therefore benefit from further 
improvement. Based on this information, management could attempt to further improve 
the actual product, to align it better with ideal levels of performance prior to market 
introduction. 

The same type of procedure could also be used to help design appealing advertisements, 
packages or retail outlets. 
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Sy, igure 11.7 Using the multi-attribute attitude model in the 


product-development process 


A. Ideal soft drink 


Sweet ‘ Not sweet 

Strong flavour ea Weak flavour 

Dark colour Light colour 

Strong aroma Weak aroma 
1 2 3 4 5 6 


B. Product concept 


Sweet Not sweet 

Strong flavour Ss Weak flavour 

Dark colour x Light colour 

Strong aroma Weak aroma 
1 Z 3 4 5 6 


C. Actual product 


Sweet Not sweet 

Strong flavour Weak flavour 

Dark colour Light colour 

Strong aroma Weak aroma 
1 2 3 4 5 6 


D. Attitude towards concept and product 


A 

concept = 25 |4.0-—4.5| +25 |4.75-4.90| +25 |3.45-—2.4| +25 |2.9-3.25| 
= 25(0.5) + 25(0.15) + 25(1.05) + 25(0.35) 
=—pi25 


A 
product = 25 | 4.0 - 3.0] + 25|4.75-2.8]|+25|3.45-4.9|] +25|29-3.6| 
= 25(1) + 25(1.95) + 25(1.45) + 25(0.7) 
= 1275 


Very 0 


favourable 
attitude 


100 A 200 300 400 500 Very 


Actual product 


Product concept 


unfavourable 
attitude 
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SECTION THREE INTERNAL INFLUENCES 


Communication characteristics that influence 
attitude formation and change 


Attitudes are influenced most strongly when the brand has something unique to offer, and 
the unique benefits of the brand are the focus of the commercial.2® This section describes 
techniques that enhance attitude change when unique brand features are present. However, 
these techniques can also be used to influence attitudes when a brand does not have unique 
benefits. 


Source characteristics 


Source credibility 


Influencing attitudes is easier when the source of the message is viewed as highly credible by 
the target market. This concept is referred to as source credibility. 

Source credibility appears to be composed of two basic dimensions: trustworthiness and 
expertise.*? A source that has no apparent reason to provide other than complete, objective 
and accurate information would generally be considered trustworthy. Most people would 
consider their friends trustworthy on most matters. However, the same friends may not have 
the knowledge necessary for being credible in a certain area. Similarly, sales personnel, while 
they may be considered somewhat credible, will also be seen as not being entirely 
trustworthy. While sales personnel and advertisers often have ample knowledge, many 
consumers doubt the trustworthiness of sales personnel because it might be to their 
advantage to mislead the consumer. For the same reason, consumers may also doubt the 
trustworthiness of advertisements. 

Such organisations as the Australian Medical Association (AMA), which is widely viewed 
as both trustworthy and expert, can have a tremendous influence on attitudes. The National 
Heart Foundation, and other trustworthy and expert sources, are widely sought for their 
endorsements. Exhibit 11.6 illustrates the effective use of credible sources. 

While highly credible sources have an immediate, positive impact on attitude change, 
low-credibility sources tend to have the opposite effect. That is, a message that would induce 
attitude change if associated with a positive source will often not do so if associated with a 
source of low credibility. However, under at least some conditions, the discounting of the 
message caused by the non-credible source will dissipate over time, and the message will 
produce attitude changes similar to those delivered by a credible source. This is known as 
the sleeper effect.*? However, although this effect occurs under certain conditions, marketing 
managers would be foolish to rely on it. Neutral or credible sources should be used if 
possible. 


Celebrity sources 


The source of a marketing communication may be an identifiable person, an unidentifiable 
person (e.g. a ‘typical’ homemaker), a company or organisation, or an inanimate figure such 
as a cartoon character. Many firms use celebrities as the source of their communications.3! 
Celebrities involved in advertising campaigns are most often television or movie stars, 
entertainers or sports figures. However, sometimes politicians and business leaders are also 
used.°? Advertisements using a celebrity for the purpose of promoting a product or message 
may be very effective (see Exhibit 11.6). 


| 
| 


| 
| 
| 


xhibit 11.6 


“This new Holden 
Statesman International 
really performs 
at the elite level” 


“You know instinctively when you're in the presence 


of a great performer. 


They possess a special energy and excitement. 


That's what distinguishes this new Statesman 


International. 


The smooth, flowing lines and stunning 167 alloy 


wheels capture your attention immediately. 


Inside you're surrounded by a feeling of total exclusivity 


from the leather upholstery to the electric sunroof. 

But the defining moment is when you turn the key 
and feel the remarkable response and smoothness of the 
new Supercharged V6. It’s an unforgettable experience. 

Of course, you also enjoy the option of Holden's leg- 
endary V8 power. 

There's no question the award winning Statesman 


is up there with the best in the world. 
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sations certainly agree. 

Statesman was recognised in 1996 
by the NRMA and RACV as the best 
car in its class for the third consec- 
utive year. 

Only 300 Greg Norman 


Internationals have been produced - 
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Using a celebrity for an effective promotion 


that’s how unique this prestige vehicle really is. 

Your enjoyment will be also enhanced by a set of the 
very latest King Cobra Series II golf clubs” 

For more information, 


see your nearest 
HOLDEN 
Statesman International 


call 1800 035 464. There's nothing quite like a Holden. 


Holden Dealer or 
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Celebrity sources can enhance attitude change for a variety of reasons:°° 

Celebrities may attract more attention to the advertisement than would non-celebrities. 
They may be viewed as more credible than non-celebrities. 

Consumers may identify with, or desire to emulate, the celebrity. 

Consumers may associate known characteristics of the celebrity with attributes of the 
product that coincide with their own needs or desires. 


VV VY 


The effectiveness of using a celebrity to endorse a firm’s product can generally be 
enhanced if the image of the celebrity is matched with the personality of the product and 
the actual or desired self-concept of the target market. When the three components 
shown in Figure 11.8 are well matched, effective attitude formation or change can 
result.>4 


S, igure 11.8 Matching endorser with product and target audience 


Target 
audience 


self-concept 
(champion, 
successful) 


Image 


Image 


of the of the 
product < > endorser 
(Nike shoes) 


(Cathy Freeman) 


However, using a celebrity as a company spokesperson creates special risks for the 
sponsoring organisation. Few well-known personalities are admired by everyone. There- 
fore, it is important to be certain that most of the members of the relevant target markets 
will respond favourably to the spokesperson. An additional risk is that some event or 
behaviour involving the spokesperson will affect the individual’s credibility after he or she 
has become associated with the firm. PepsiCo quickly terminated the contract that linked 
its product to Michael Jackson when he became involved in a child-abuse case. In contrast, 
Bad Boy Cantona appears to have benefited from his notoriously bad temper, having been 
used to promote a range of products, including travel in the ‘Chunnel’ (the Channel 
tunnel)! 
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Appeal characteristics 
Fear appeals 


Fear appeals make use of the threat of negative (unpleasant) consequences if attitudes or 
behaviours are not altered. While fear appeals have been studied by researchers primarily in 
terms of physical fear (e.g. fear of physical harm from smoking, unsafe driving, AIDS), 
appeals to social fears (e.g. of the disapproval of one’s peers for incorrect clothing, bad 
breath, or inadequate coffee) are also used frequently in advertising. For fear appeals to be 
successful, the level of fear induced must not be so high as to cause the consumer to distort 
or reject the message. In addition, it is critical that the source of the fear-arousing message 
be viewed as highly credible. While they may not always be appropriate and are often 
difficult to utilise, fear appeals can influence attitudes.» 


Humorous appeals 


At almost the opposite end of the spectrum from fear appeals are message appeals built 
around humour.*° These types of messages are particularly effective at gaining attention. 
However, the following performance criteria must be met if humorous appeals are to be 
effective in terms of influencing beliefs and behavioural intentions: 


> The brand must be identified within the opening 10 seconds, or there is a danger that 
recall of important selling points will be inhibited. 

» The type of humour makes a difference. Subtlety is more effective than the bizarre. 

» The humour must be relevant to the brand or key idea. Recall and persuasion are both 
decreased when the required links are not made. 

» Humorous commercials that entertain by belittling potential users do not perform well. 


In addition to the guidelines above, humour should only be used if it is consistent with 
the desired brand image and theme of the message. With regard to image appropriateness, 
it is important to ask: is the product one whose image will be enhanced by humour? In other 
words, would humour detract from the image, or help it? Humour once helped Volkswagen, 
but it would seem wrong for Rolls-Royce. It could work in advertisements for frozen food, 
but would not be right for fire insurance. 

A second major consideration for using humour is whether it enhances, underscores or 
makes a message more memorable—or gets in the way. Does humour overpower the 
advertisement? Obviously, a very delicate balance must be achieved between the effects of 
humour and the basic message. If the advertisement is too funny, the basic message may be 
obscured: while everyone may remember the joke, the product or the brand advertised may 
be forgotten. 

However, when it is well done, humour can gain attention, influence attitudes and 
increase sales. When it is appropriate, and when the humorous message remains focused on 
the brand or key selling point, humour offers an effective way to communicate a message. 


Comparative advertisements 


In an effort to stimulate comparative shopping, companies in Australasia have been allowed 
to use comparisons with the products of competitors in their advertisements. The reasoning 
behind this decision is that the consumer benefits when competition is strongest, and that 
comparative advertising will promote competition as companies strive to improve their own 
products relative to competing products. 
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Comparative advertisements often produce no additional gain to the image of the 
sponsoring brand, and sometimes unfavourable impressions result. However, in other 
instances comparative advertising produces positive results for advertisers as well as 
consumers. Available evidence suggests that the following guidelines should be used: 


» Comparative advertising may be particularly effective for promoting new brands with 
strong product attributes. 

>» Comparative advertising is likely to be more effective if its claims are substantiated by 
credible sources. 

» Comparative advertising may be used effectively to oo a brand’s position or to 
upgrade its image by association. 

» Audience characteristics, especially the extent of brand loyalty associated with the 
sponsoring brand, are important. Users or owners of the named competitor brands 
appear to be resistant to comparative claims. 

» Since people consider comparative advertisements to be more interesting than non- 
comparative advertisements (as well as being more ‘offensive’), these commercials may 
be effective if the product category is relatively static and non-comparative advertising 
has ceased to be effective. 

» Appropriate theme construction can significantly increase the overall effectiveness of 
comparative advertising. 

» It is important to ascertain how many product attributes to mention in a comparative 
advertisement. 

» The print media appear to be better vehicles for comparative advertisements, since print 
lends itself to more thorough comparisons.?” 


Emotional appeals 


Emotional advertisements, or those designed to evoke strong feelings, are being used with 
increasing frequency. Emotional advertisements are designed primarily to elicit a positive 
affective response rather than to provide information or arguments. As seen in Chapter 10, 
emotional advertisements such as those that arouse feelings of warmth trigger a physio- 
logical reaction. They are also liked more than neutral advertisements, and produce more 
positive attitudes towards the product. Emotional advertisements may enhance attitude 
formation or change, by increasing: 


The advertisement’s ability to attract and maintain attention. 

The level of mental processing used when responding to the advertisement. 
Advertising memorability. 

Liking of the advertisement. 

Product liking through classical conditioning. 

Product liking through high-involvement processes.*8 


VVVVVY 


Perhaps as a result of the negative perceptions mentioned earlier in this chapter, the National 
Australia Bank decided in 1996 to embark on a completely different type of communication 
strategy, based on emotional themes. In a series of commercials, snapshots were shown of 
ditferent people who all were struggling and working hard. The slogan urged people to ‘Never 
lose sight of the picture,’ before displaying the more traditional NAB logo and catchphrase 
“Tailoring banking to your needs’. The campaign, designed to get away from the traditional 
claims about fees and charges, was received with some degree of cynicism, with some experts 
quoted as saying, ‘In today’s banking environment, fuzzy feelings don’t count for much.’? 
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Message-structure characteristics 
One-sided versus two-sided messages 


In many advertisements and sales presentations, marketers generally present only the 
benefits of their product, without mentioning any negative characteristics it might possess, 
or any advantages a competitor might have. These are one-sided messages, since only one 
point of view is expressed. The idea of a two-sided message, one that presents both good 
and bad points, is counterintuitive, and most marketers are reluctant to try such an 
approach. 

However, two-sided messages are generally more effective than one-sided messages in 
terms of the ability to change a strongly held attitude. In addition, they are particularly 
effective with highly educated consumers. One-sided messages are most effective at 
reinforcing existing attitudes. However, product type, situational variables and 
advertisement format will influence the relative effectiveness of the two approaches.*° 


Non-verbal components 


Chapter 9 discussed the way in which pictures enhance imagery and facilitate learning. 
Pictures,*! music,” surrealism*? and other non-verbal cues** are also effective in attitude 
change. Emotional advertisements, described earlier, often rely primarily or exclusively on 
non-verbal content to arouse an emotional response. Non-verbal advertising content can 
also affect cognition about a product. For example, an advertisement showing a person 
drinking a new beverage after exercise provides information about appropriate usage 
situations without stating ‘good after exercise’. 

While the impact of non-verbal advertising elements is not yet completely understood, it 
is clear that these elements can have a significant influence, both positive and negative. 
Therefore, the non-verbal portion of advertising messages should be designed and tested 
with as much care as the verbal portion. 


Samciare 
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Attitudes can be defined as the way consumers think and feel about and act towards some aspect of 
their environment. As a result of all the influences discussed so far in the text, attitudes influence, as 
well as reflect, the lifestyle individuals pursue. Attitudes, therefore, are the focal point of a great deal 
of marketing strategy. 

The understanding of attitudes and the ability to use them for marketing strategy is clearer when 
they are perceived as having three component parts: cognitive, affective and behavioural. The 
cognitive component consists of the individual’s beliefs or knowledge about the object. The cognitive 
component is generally assessed by using a version of the multi-attribute attitude model. Feelings about, 
or emotional reactions to, an object represent the affective component of the attitude. The behavioural 
component reflects overt actions and statements of behavioural intentions with respect to specific 
attributes of the object, or the overall object. In general, all three components of an attitude tend to be 


continues... 
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Sec LON THREE INTERNAL INFLUENCES 


consistent with each other. Hence, if marketing managers can influence one component, the other 
components may also be influenced. 

Attitude-change strategies can focus on affect, behaviour, cognition or some combination of these. 
Attempts to change affect generally rely on classical conditioning. Change strategies focusing on 
behaviour rely more on operant conditioning. Changing cognition usually involves information 
processing and cognitive learning. 

There are four basic strategies for influencing attitudes by altering the cognitive structure of a 
consumer's attitude. First, it is possible to change the beliefs about the attributes of the brand. Second, 
one might change the relative importance of these beliefs. Third, new beliefs could be added to the 
present attitude. And finally, the beliefs about the attributes of the ideal brand could be changed. 

Attitudes, particularly the cognitive component, are the basis for market segmentation strategies 
such as benefit segmentation, and for new-product development strategies. 

Source credibility influences attitudes. It appears to be composed of two basic dimensions: 
trustworthiness and expertise. Influencing attitudes is much easier when the source of the message is 
viewed as highly credible by the target market. 

Celebrities are widely used as product or company spokespersons. They are most effective when 
their image matches the personality of the product and the actual or desired self-concept of the target 
market. 

Fear appeals make use of the threat of negative consequences if attitudes or behaviours are not 
altered. They are useful in persuasive messages for certain types of products. While fear appeals have 
been studied primarily in terms of physical fear, social fears are also used in advertising. Humorous 
appeals can also be effective in influencing attitudes. However, the humorous message must remain 
focused on the brand or main selling point in order to be effective. It is not clear yet what causes 
comparative advertisements to succeed or fail. They therefore require extensive pretesting. Emotional 
appeals have been found to have a strong effect on attitudes towards both the advertisement and the 
product. 

The effectiveness of one- versus two-sided messages depends largely on the situation and the 
characteristics of the target audience. Non-verbal aspects of the advertisement, such as pictures, 
surrealism and music, also affect attitudes. 


Key terms 


attitude credibility 

cognitive component sleeper effect 

affective component | celebrity 

behavioural component source credibility 
benefit segmentation fear appeal 
multi-attribute model humour 

ideal-point model comparative advertising 
classical conditioning emotional appeal 
operant conditioning one-sided message 
belief two-sided message 
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You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


DDB Needham http://www.ddbniac.com 
McDonald's http://www.mcdonalds.com 
Mercedes http://www.mercedes.com 
National Australia Bank http://www.national.com.au 
St George Bank http://www.stgeorge.com.au 
Swatch http://www.swatch.com 
Volvo http://www.volvo.com 


Wrigley http://www.wrigley.com 
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Review questions 


What is an attitude? 

What are the components of an attitude? 

Are the components of an attitude consistent? What factors reduce the apparent consistency between 
attitude components? 

What is a multi-attribute attitude model? 

What strategies can be used to change this component of an attitude? 

a. Affective. 

b. Behavioural. 

c. Cognitive. 

How can attitudes guide new-product development? 

What is a benefit segment? 

What is source credibility? What causes it? What is the sleeper effect? 

Why are celebrity sources sometimes effective? What risks are associated with using a celebrity source? 
Are fear appeals always effective in changing attitudes? Why? 

What characteristics should humorous advertisements have? 

Are emotional appeals effective? Why? 

Are comparative appeals effective? Why? 

What are the non-verbal components of an advertisement? What impact do they have on attitudes? 
When is a two-sided message likely to be more effective than a one-sided message? 


Discussion questions 


1. Which version of the multi-attribute attitude model, and which attributes, would you use to assess 
student attitudes towards the following? Justify your answer. 


a. A potential spouse. d. Various vegetables. 
b. A personal computer. e. Socks. 
c. A lecturer. f. Mouthwash. 
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Assume that you wanted to improve, or create favourable, attitudes among university students 
towards the following products or services. Would you focus primarily on the affective, cognitive or 
behavioural component? Why? 


a. Superannuation. d. Your state’s premier or the country’s Prime Minister. 
b. Mountain bikes. e. Macintosh computers. 

ey, Diet Coke: f. Paper towels. 

Using the benefit segments shown in Exhibit 11.5, develop a marketing strategy to increase patronage 
among: 

a. Current users. b. Non-users. 


What benefit segments do you think exist for professional basketball? 

How would you use the multi-attribute attitude model to develop the following: 

a. A campus restaurant? 

b. A carbonated fruit drink for young adults? 

c. Accommodation for students? 

d. A sports car for adults over 55? 

Suppose you wanted to form highly negative attitudes towards alcohol consumption among university 
students. 

a. Which attitude component would you focus on? Why? 

b. Which message characteristic would you use? Why? 

c. What type of appeal would you use? Why? 

Which appeal type would you use in an attempt to improve university students’ attitudes towards the 
following: 


a. Prunes? d. Hungry Jacks? 
b. Superannuation funds? e. Old Spice men’s cologne? 
c. Watties peas? f. Local bus systems? 


Who would be a good celebrity spokesperson for each of the products in Question 7? 


Project questions 


1. Find and copy two magazine or newspaper advertisements, one based on the affective component 
and the other on the cognitive component. Discuss the approach of each advertisement in terms of 
its copy and illustrations, and what effect it creates in terms of attitude. Also, discuss why the 
marketer might have taken that approach in each advertisement. 

2. Identify a television commercial that uses a humorous appeal, and then interview five people not 
enrolled in your class and measure their: 

Awareness of this commercial. 

Recall of the brand advertised. 
Recall of relevant information. 
Liking of the commercial. 

Preference for the product advertised. 

Then evaluate your results, and assess the level of communication that has taken place in terms of 

these five consumers’ exposure, attention, interpretation, and preferences for this product and 

commercial. 
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Describe a magazine or television advertisement using the following elements. Evaluate the 
effectiveness of the advertisement. 
a. Source credibility. 
b. Celebrity source. 


Emotional appeal. 

Comparative approach. 

€. Fear appeal. Extensive non-verbal elements. 

d. Humorous appeal. Two-sided message. 

Measure another student’s ideal beliefs and belick importance for the following products. Examine 
these ideal beliefs and importance weights and then develop a verbal description (i.e. concept) of a 
new brand that would satisfy this student’s needs. Next, measure that student’s attitude towards the 
concept you have developed in your verbal description. 

a. A snack food. d. A holiday. 

b. A fruit-based drink. e. A home unit. 

Ch -poean: f. A mouthwash. 

Use the multi-attribute attitude model to assess 10 students’ attitudes towards the following 
products. Measure their behaviour with respect to these objects. Are they consistent? Explain any 
inconsistencies. 

a. Charities. d. Mouthwashes. 

b. Vegetables. e. Restaurants. 

c. TV programs. f. Soft drinks. 

Develop two advertisements for each of the following products. One should focus on the cognitive 
component and the other on the affective component. 

a. A mountain bike. d. Macintosh computers. 

b. Prunes. | e. A superannuation fund. 

c. Paper towels. f. Listerine mouthwash. 

Describe three instances when your purchase behaviour was inconsistent with your attitude towards 
the brand you purchased. Explain why. 

Repeat Project Question 1 for a primarily non-verbal advertisement and a primarily verbal 
advertisement. 

Answer Discussion Question 8 using a sample of ten students, and the methodology suggested in this 
chapter. 

Examine one of the Websites listed above. Can you find evidence that the company is trying to 
change or enhance attitudes of visitors to the site in any way? Elaborate on the particular strategy 
you believe is being followed. If there is no evidence, would there be scope for such a strategy to take 
place within the Website? How? 
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tase Sei The Department for Family and 
Community Services 


Pascale Quester, University of Adelaide 


The South Australian Department for Family and Community Services consists of 19 district 
centres, ten of which are in the Adelaide metropolitan area and nine of which are in the 
country, with a number of smaller outreach services available. Within each district centre, a 
range of functions are undertaken, including the following: 


» Intake and assessment: For individuals and family in crisis, this service focuses on early 
resolution and speedy referral within the Department or to any other appropriate agency. 

» Child and family: This includes long-term guardianship, child-protection cases, court 
referrals and substitute care for children up to 12 years of age. 

» Adolescent and family: This focuses on the adolescent aged 12 to 18 years, with priority 
given to those at risk of offending, or at risk from dangerous or self-damaging behaviour. 

» Financial support: This focuses on individuals or families in financial difficulties, the 
assessment of candidates for financial help, financial counselling, family maintenance, 
concessions and community development projects, 

» Administration and customer services: This focuses on responsibility and accountability 
for service delivery within centres. 


The need for a campaign 


In 1994, the Department’s public affairs manager, Ms Cathie Brown, decided that there was 
a need for a new image, in addition to providing specific information about the 
Department’s services to target groups. According to research, the general public’s view of 
the Department was that it was neither friendly nor useful, and that its main role seemed to 
consist of removing children from their families. Furthermore, the Department had changed 
its name over the years, and lacked any sort of corporate identity. Moreover, media coverage 
of large-scale raids on some Melbourne houses in the early hours to remove all children 
whose parents were associated with the Children of God sect resulted in a backlash when 
children and parents denied any wrongdoing. A court judgment in their favour reinforced 
the perception that government agencies were bureaucratic, and lacking in compassion in 
the case of child welfare. 

Research also showed that many people were unaware of the services provided by the 
Department. Information flows reached the ‘converted’, and not enough people in need 
were receiving information about assistance with child abuse and domestic violence or the 
new Domestic Violence Helpline. It was also found that many of the clients of the 
Department for Family and Community Services felt helpless or threatened, and were 
unwilling to ask for help, acknowledge problems or pick up brochures and information for 
themselves, particularly in the case of child abuse or domestic violence. 

It was also clear that clients who had come to use one particular service of the 
Department in one instance were unaware that there were other services available to them 
through the same department. The Department therefore decided to launch a campaign, on 
the very limited budget of $415 000, which would in particular aim to: 


CASES CS3.3 


1. portray the Department as a friendly organisation that helps parents raise children 
2. provide preventative information on child abuse and domestic violence to the target audience 
3. publicise the Domestic Violence Helpline number 


Target market 


In the area of child abuse, the target market of the Department for Family and Community 
Services is parents with young children. The majority of child abuse occurs when children 
are young, and the more serious child abuse occurs when children are babies. 

Child-protection assessments have experienced a dramatic growth over the past few 
years, as Table A below demonstrates. 


L able A Child protection assessment numbers, 1989/90 to 1993/1994 


Year No. of assessments 
1989/90 2 898 
1990/91 3 462 
1991/92 4 542 
1992/93 5 736 
1993/94 6 158 


As previously stated, the rate of conversion of notifications into cases of confirmed abuse 
varies a great deal depending on the source of notification. Table B below shows the 
variation in the conversion rate per source of notification for 1993/94. 


L able B Confirmed abuse by source of notification (% of finalised 
investigations) 1993-1994 


Source of notification Confirmed abuse in % of finalised investigation 
Other medical person 73 
Police aoe 
Child 50 
FACS worker 46.6 
Doctor 46 
Hospital CP Service 40 
Other Social/Health/Welfare 39 
Parent or Guardian | 38.5 
Family daycare/School kindergarten/Daycare 35 
Other 31 
Other relative 29 
Friend or neighbour 23.5 


Anonymous 17.9 
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Child abuse is further categorised in terms of its nature, and in 1993/94 the assessments 
by type of abuse were as presented in Table C. 


L able C Child protection—Assessment by type of abuse 


Type of abuse % of assessments 
Physical . 38 
Neglect 28 
Sexual 25 
Emotional 7 
Threats 2 


For 1992/93, 922, or 17 per cent of investigations, had not yet had an outcome recorded 
by August 1993, and were therefore recorded as incomplete. At the same point in 1994, 
10 per cent of investigations were shown as incomplete. 

As a result of changes in the legislation, new categories were also formed, namely ‘Child 
abuse threatened’ and ‘Child abuse likely’. These cover the specific instances when a person 
with whom the child resides has threatened to kill or injure a child, and there is a reasonable 
likelihood of the threat being carried out, or when a person has killed or injured some other 
child and there is a reasonable likelihood that the child in question may be killed, injured or 
neglected by that person. These changes allow the Department to take preventative action 
when abuse has not yet occurred. 

In terms of domestic violence, the target market is men and women, usually those with 
children, and aged between 18 and 40. There is a noted correlation between reported 
incidences of child abuse and domestic violence, and low incomes. Therefore the target 
audience of the Department for this campaign was families on low incomes with young 


children. 


The promotional campaign 


In order to meet its objective with its budget constraints, the Department for Family and 
Community Services decided to take a stand at the Royal Adelaide Show. This annual event 
stems from what was initially an agricultural show, and has become the family event of the 
year in Adelaide. In addition to displays of farm animals and machinery, cars and household 
goods are presented in several exhibition halls. A food court and many rides contribute to 
making a visit to the Show a whole-day affair, and the custom of making and distributing 
showbags has become an intrinsic part of the Show. Attendance over the four-day event 
exceeds half a million, and, rain or shine, the stands are always crammed during the final 
two days, usually a Saturday and a Sunday. 

It was felt that a stand at the Royal Show was a cost-effective way to meet the target 
audience of families, and particularly families with young children and low income, as they 
are known to frequent the Show. Such a general medium was also thought to fit well with 
the secondary aim of creating a wider community awareness of the Department and its role, 
and creating a good impression. 
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In order to create the right spirit among staff, the slogan ‘Helping Families Through 
Tough Times’ was communicated across the Department. It showed that the Department 
was there to help, but also demonstrated empathy with the target audience, who were going 
through a difficult period: it was catchy, but did not apportion blame. An easy to read and 
engaging display was created around this central theme, and was to be used as a backdrop 
at the Show. Eighteen more displays were produced, to be distributed at the Department’s 
offices in local communities. 

A brochure was also designed—this was the first brochure ever produced about all facets 
of the Department. It was based on the slogan, and detailed how the Department could help 
people. Other information, about child abuse and domestic violence, was obviously 
sensitive, and the Department could not expect people to pick up brochures on these issues 
in the same way that other organisations could hope to distribute their pamphlets by adding 
recipes and the like. Yet, in order to be effective and meet its objectives, the brochure needed 
to convey the much needed information about how not to abuse one’s children, what 
domestic violence is, and the Domestic Violence Helpline number, in such a form as to make 
people feel good about getting it. 

In order to fit with the spirit of the Show and enable parents to feel free to collect this 
information, public affairs manager Cathie Brown therefore decided to develop the Parent 
Survival Kit showbag. This name was chosen because it was catchy, and conveyed to parents 
the idea that parenting is not an easy task, and that the kit could be of some help. 
Furthermore, the bags were printed in the corporate colours, and included both the logo and 
the ‘Helping Families Through Tough Times’ slogan. The showbag form made the kit more 
appealing to pick up than brochures would have been. 

In order to encourage parents to keep the showbags afterwards rather than discarding 
them, companies whose target audience matched that of the Department were approached 
to donate products that would be included in the showbag. Table D gives the details of 
donated products. 


L able D Products donated by companies for the showbag 


Company name Product donated 
Uncle Toby's Breakfast cereal 

AMF Ten Pin Bowling Bowling passes 

Fasta Pasta Family meal vouchers 
Hungry Jacks Food vouchers 
Arnott’s Biscuits 


Other government organisations with similar target audiences were also approached to 
contribute to the showbag. The Children’s Services Office, which runs child—parent centres 
and kindergartens, donated a growth chart for the showbags, and the Department of Social 
Security, which was not represented at the Show, included a brochure on the new Home 
Child Care Allowance and a budget guide called ‘Helping Ends Meet’. To this, the 
Department for Family and Community Services added its own information about the 
services it provides, and information on domestic violence and positive parenting. 
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To maximise the chance that some of this information would remain in the home, two 
pieces of sensitive information were provided in the form of fridge magnets. The first 
ensured that the Domestic Violence Helpline number would remain handy by also 
providing emergency numbers such as those for the Poisons Information Centre and the 
24-hour parent advisory line. This made the magnet more acceptable for all families to 
display, and avoided the natural rejection that would occur if the Domestic Violence 
number was displayed on its own. The second magnet was a list of 12 alternatives to 
hitting your child, which was also provided in this form in the hope that it would stay in 
people’s homes. 

In order to attract parents to the stall, free balloons bearing the corporate colours were 
given away to children. Staff wearing windcheaters in corporate colours, and bearing logo 
and slogans, were advised to hand balloons to children and to offer the showbag to them 
while saying, ‘Here’s a showbag for Mum and Dad.’ Staff were told to make an effort to 
give the bags to those parents who did not come forward. 

A competition with the title ‘Draw Your Family’ was run before the Show, and it was 
stated that the winning entries would be on display at the Show, to attract children. 
Postcards were sent to schools, and children were asked to draw their families. Prizes were 
offered, as well as book vouchers and Pizza Hut family deals. Entrants and teachers were 
informed that winning entries would be displayed at the Show stall of the Department for 
Family and Community Services. With the entries displayed, the stall had a warm, friendly 
and child-focused appearance. 

some International Year of the Family material was also on display, and attracted parents 
while helping the Department to look warm and friendly. Media coverage of the stand and 
the showbag was purposefully avoided until the final days to avoid a stockout situation. As 
the number of showbags was low, it was felt that creating too much expectation and 
disappointing people would be far worse than not obtaining enough media coverage for 
them. 


The impact of the campaign 


The stall was very well attended, with a large proportion of the 644 338 showgoers in 1994 
passing the display. Around 15 000 balloons were given away, and were well received by 
children and low-income parents as other stands distributing balloons were charging for them. 
The Survival Kit was a big hit with parents, who joked about the name. Some comments 
included, ‘Does it have aspirin in it?’ and, ‘Does it mean I can leave my kids here for the day?’ 

All 7000 bags were given away. Income levels of the recipients could not be measured, 
but staff targeted people who seemed to be in the low-income category, and are convinced 
that most of the bags reached this target. 

Significantly, direct calls to the Domestic Violence Helpline number increased 700 per 
cent from the first month of operation of the line, compared to the month of September, 
when the fridge magnets were produced and distributed. Around 3000 children participated 
in the ‘Draw Your Family’ competition. 


Conclusion 


The Royal Show proved to be a very effective way to achieve the objectives the Department 
for Family and Community Services had set itself. The Department was able to portray itself 
as friendly and useful, and to give a favourable impression of its work to thousands of 
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people. Information was distributed to 7000 parents with young children. Tangible results 
were recorded in terms of the Domestic Violence Helpline, with a 700 per cent increase in 
calls. 

The combined cost of the ‘Draw Your Family’ competition and the stand at the Royal 
Show was $14 071, nearly $1000 under budget, and the Department is planning to repeat 
this performance in future years. Private sponsorship will be sought for the showbags from 
a company with a similar target audience of families with young children. If this is 
successful, the Department will produce many more showbags, and will advertise the bags 
with a multimedia campaign so as to provide all parents of young children with a bag and 
raise further the profile and image of the Department in the wider community. 


Questions 


1. Comment on the choice of the Royal Show as the main medium for the communication 
program. 

2. Was the stall at the Show effective in changing the public perceptions of the 
Department? If so, how was this achieved? 

3. Suggest alternative ways in which perceptions of the Department could have been 
changed. 


Cass Sa Jellified honey 


Pascale Quester, University of Adelaide 


In 1996, a well-established Australian honey company was investigating a new product idea. 
A way had been found to jellify honey using natural vegetable gum; this addressed the 
problem of changes in honey consistency, and its associated characteristic of being runny. 


The company had played a major role in Australia in the diversification of the honey 
market. For staple, undifferentiated honey, it had substituted varietal honeys, thus 
developing consumer taste for different flavours as well as encouraging variety in the choice 
of honey. In supermarkets, honey is sold in a limited range of packaging options, mostly jars 
of either 500 g or 1 kg. However, the introduction of plastic, squeezable packages had 
seemingly created a market of its own, presumably consisting of mothers with children who 
wanted to avoid the usually messy handling of honey, and of consumers who used honey as 
a sweetener or a topping for yogurt or ice cream. Concerns about hygiene and the recent 
food-poisoning scare would also suggest that the squeezable pack, because it avoided 
contamination of the contents after use, would experience continued growth. 

With a view to launching the product, market research was commissioned into consumer 
response to ‘jellied’ honey, including consumers’ acceptance of the concept for home usage. 
Secondary objectives included the development of a suitable name for the new product and, 
possibly, feedback on a number of label designs. 

Being qualitative in nature, the research relied on focus groups, six in all, conducted 
among honey users in Sydney. After completion of the discussion, each participant was given 
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a sample of the product to take home, along with a questionnaire that he or she had to fill 
out after using the product in place of normal honey. Responses were collected one week 
after the focus groups had been conducted. To participate in the focus groups, consumers 
were recruited from databases based on age, gender and family size. A recruiting 
questionnaire exploring frequency of honey usage, age of children in the household and use 
of the squeezable honey pack was then used for the final selection of participants. Heavy 
users were defined as those who used honey once a week or more, and occasional users as 
those who used honey less than once a week but more than once a month. The composition 
of the resulting groups is shown in Table A. 


Pais A Group composition 


Group 


1 


oO UU BP W N 


Date Age Children Usage Squeeze pack 
26/9 25-34 Under 10 Heavy At least 2 users 
26/9 35-49 Over 10 Occasional At least 2 users 
30/9 35-49 Over 10 Heavy = 
1/10 25-34 Under 10 Occasional = 
1/10 35-49 Over 10 Occasional oe 
2/10 25-34 Under 10 Heavy At least 2 users 


The discussion first aimed to identify the types of spreads used by respondents, as well as 
the usage situation, and foods eaten with the spreads. Honey was categorised as one of the 
staple spreads, along with jam, Vegemite and peanut butter. It was consumed by both adults 
and children. The sweet spread category, comprising Nutella and similar products, was, in 
contrast, consumed exclusively by children, whereas the specialty spreads such as 
marmalade, humus or tahini, and pesto or gherkin spreads, were consumed mainly by 
adults. More occasionally, spreads such as cheese spreads or cream cheeses, lemon butter, 
meat and fish pastes or Golden Syrup were also consumed by both adults and children. 

The eating situations identified with the use of honey included breakfast, when the food 
eaten was toast; school lunches when it was used on sandwiches; snacks, particularly after 
school, when spreads were used with crackers or rice cakes. Finally, for morning and 
afternoon teas as well as special occasions, honey was used on scones, crumpets or pikelets. 

In addition to these uses, honey was often used as a cooking ingredient: for baking and 
desserts, and also as part of gravies, sauces, glazes and marinades. 

The benefits consumers sought by using spreads, including honey, included variety, 
versatility and convenience. In addition, spreads were perceived as a healthy alternative to 
other snackfoods, one that kept well and could cater for every mood, all for an economical 
price. 

The honey purchase decision is almost generic. Honey is seen as a staple, and as such is 
part of the basic shopping list for most consumers. Brand loyalty appears low, with ultimate 
choice being influenced by special offers and price reductions. While the squeeze pack may 
have caused some form of re-evaluation, for most respondents honey is honey, and the 
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quality of generic honeys is perceived as equal to that of the branded products. Awareness 
of the price paid is low, with estimates for a 500 g jar varying from $A2.15 to $A4.50. 

Overall, consumers talk fondly of honey and its associated images—from Winnie the 
Pooh to flowers, bees, spring and honeycomb. While handling problems are acknowledged 
by many, these are seen as intrinsic to the product, and therefore not a particular strong 
barrier to usage. The respondents for whom this problem is more important are those with 
younger children who are learning to do things for themselves. For the others, the problem 
is recognised, but is not so severe that a solution is actively sought. 

When prompted to generate both positive and negatives views about honey, the focus 
groups provided a number of responses, a summary of which is shown in Table B. 


L abie B Positive and negative aspects of honey 
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Negative aspects Positive aspects 

It attracts ants in the house. It is natural. 

Not so good for sandwiches. It is wholesome. 

One often gets butter or margarine in it. It is healthy. 

It crystallises. It provides energy. 

It goes hard. It tastes nice and sweet. 

It is sticky. There is a variety to choose from. 
It is hard to measure. It is versatile. 

It is messy. It is old fashioned. 

It is hard to control. It is soothing. 

It is runny. It melts and soaks in easily. 


Table B clearly shows that the main problems associated with honey relate to its 
messy/sticky nature, and are in part solved by the provision of squeeze packs. Consumers 
appreciated the fact that children could use honey themselves with squeeze packs, and that 
using honey this way would be less messy. Squeeze bottles would not break easily, as glass 
jars do, and their use was not only fun, it also made honey easy to measure and spread, while 
at the same time avoiding contact with other foods such as butter or any contaminating 
germs. As many types were refillable, squeeze bottles were also seen as environmentally 
friendly. However, squeeze bottles were also seen as difficult to use when the contents were 
running low, and expensive and often too small. Some consumers remarked on the fact that 
the squeeze bottles were not always recyclable, and that their tops still had to be cleaned. 

While consumers were aware of varietal honeys, most had no knowledge of how these 
were produced, and assumed that they had been processed in some way. The varietal honeys 
were consumed predominantly by adults, as their flavour was often believed to be ‘too 
strong for kids’, and the gourmet association with varietal honey made respondents feel that 
they were probably more expensive, and possibly out of place in the supermarket. Those 
who had not tried any varietal honeys also presumed that they all tasted the same. 
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Consumer response to the honey jelly concept 


The focus groups’ reaction to the product concept was mixed, and depended on the strength 
of the participants’ attachment to the ‘traditional’ characteristics of honey (natural, clear 
colour, runny) and their concern about its ‘messiness’. Overall, and understandably, the 
appeal of the new product seemed much stronger for mothers with young children learning 
to do things for themselves. 

The product was perceived as different from normal honey and, like jelly jams, was 
assumed to have been processed, giving rise to questions about what had been added and 
how this had been done. One possibility, gelatine, provoked questions as to its animal 
origins, which were considered less wholesome. Vegetable gum, however, was accepted as a 
more natural ingredient. Despite little knowledge about vegetable gum and its origins, 
participants were aware that it was used in other food products, and considered it much 
better than any additive with ‘numbers’. However, as a result, expectation of the product 
was that it would taste different from normal honey and tasting of the product gave rise to 
a general sense of pleasant surprise when the participants realised that the taste was strictly 
identical to that of honey. 

Having satisfied their taste buds, consumers were concerned about the product’s 
behaviour in normal honey-usage situations, asking questions such as, ‘Will it melt on 
toast/crumpets?’, “Will it melt in cooking?’, ‘Would it go hard in the fridge or in winter?’, or 
‘Will it crystallise?’ 

On the basis of the taste test and discussion, the researchers then compiled a list of the 
positive and negative aspects of ‘honey jelly’ perceived by the participants in the focus 
group, as shown in Table C. 


uit C Positive and negative aspects of the ‘honey jelly’ product 


Positive aspects Negative aspects 

Easy to manage (36) Doesn't spread well/too solid (57) 

Less messy/won't run off bread (55) : Not like real honey (2) 

Won't soak into bread/less soggy result (7) Less versatile for cooking/tea/cereal (17) 
Smells and tastes good (65) Not natural (10) 

Children can use on their own (2) Gimmicky/fake (10) 

Won't spill (36) Might use more (14) 

More economical/less wastage (3) More expensive? (10) 


Easy to measure/won't stick to spoon (2) 


On balance, people were concerned that the product could be less economical than 
normal honey. They expected it to cost more because it was processed, and also because it 
was new. Because of the lack of awareness of honey prices, the new product would very 
likely cause a re-evaluation of alternatives, and if the new product was liked and represented 
a real solution to a problem, a premium would be unlikely to be a deterrent. 
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Results of the home trials 


All group participants reported some use of the new product during the trial period, either by 
themselves or by others in the household. Of the 58 respondents who completed the 
questionnaire, the majority reported that the new product had been used 3 to 5 times in that 
week, with 17 reporting 6 to 10 uses. Asked to rate the product on a scale of 1 to 10 (1 = ‘Do 
not like it at all’), 40 per cent gave a score of 8 to 10, 43 per cent rated the new product 
between 4 and 7, and 17 per cent gave it a 3 or less, the overall rating being 6.4. 

Forty-three per cent of respondents felt that the product was very different from the 
normal honey, whereas 19 per cent rated it as only slightly different. However, 38 per cent 
saw it as something totally new. Among all respondents with children, the taste of the new 
product was judged ‘very good’ or ‘excellent’ by 60 per cent of the mothers, and by 74 per 
cent of their children, with 45 per cent rating the taste as quite the same as regular honey. 
However, 31 per cent still preferred the taste of regular honey. Ease of spreading was also 
rated highly, achieving a score of ‘very good’ or ‘excellent’ with 57 per cent of mothers, and 
60 per cent of their children. Forty-eight per cent felt that the new product spread better 
than regular honey, although, surprisingly, 41 per cent felt that it did not spread either ‘quite 
as well’ or ‘nearly as well’ as regular honey. However, 52 per cent of respondents judged the 
consistency to be ‘just right’, with a further 35 per cent saying that it was not perhaps quite 
runny enough. 

A majority of respondents stated that they would use the new product in addition to their 
normal honey. Only 17 per cent would replace their normal honey with it, and 26 per cent 
would consider the purchase of the new product as unlikely. In terms of intensity of usage, 
43 per cent stated that they would use about the same amount of honey as they currently 
used, with 40 per cent saying they would use less of it, and only 17 per cent saying they 
would use more of it. Overall, 49 per cent of respondents said that they would either 
‘probably’ or ‘definitely’ buy the new product, with a further 19 per cent undecided. 


Questions 


1. Is the new product perceived as honey or as jelly? 

2. How difficult will it be to position the product? Make specific recommendations. 

3. Is there much ‘learning’ involved if consumers are to accept the new product? If so, how 
can the company facilitate such learning? 


oer Sires: Here today, on holidays tomorrow 


Cathy Neal, Queensland University of Technology 


According to the Australian Bureau of Statistics’ Household Expenditure Survey for 
1993/94, Australian households spent an average of $A23 per week ($A1 220 per year) on 
holiday travel, accommodation and package tours in Australia and overseas.' The research 
found that older couples spent more of their recreation budget on holidays than any other 
household type, followed by young couples and lone-person households. 


What motivates people to travel? Obviously, people travel for business purposes as well as 
for pleasure and the market for pleasure travel is growing. Research has found that pleasure 
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travel is motivated by many reasons. Some are searching for fun and relaxation and a sense 
of ‘getting away from it all’. Some are looking for the excitement and adventure of 
discovering new cultures and experiences. Still others travel for health reasons, to visit 
friends and relatives, or to participate in or watch sporting events. 

Researchers have also looked at ways of understanding how people choose holidays in 
terms of personality type. One approach classifies people into two groups—the 
‘Allocentrics’ and the ‘Psychocentrics’. Allocentrics seek variety, are self-confident and 
extroverted, and are looking to experiment. They often travel independently to exotic 
locations in search of a new travel experience. Psychocentrics, in contrast, are more 
concerned with safety and security, and are therefore more likely to visit destinations with 
which they are familiar and comfortable, preferring packaged holidays.’ 

With the multitude of destinations, resorts and activities on offer, companies are finding 
that understanding the travelling consumer’s motives and personality type can provide useful 
insights into developing the right products, facilities and destinations. A good example of the 
way companies have identified a consumer segment’s motives for tourism is the eco-tourism 
market. In recent years, Australia has experienced a boom in the eco-tourism travel 
experience. Eco-tourism holidays and destinations pride themselves on offering ‘responsible’ 
tourism which is ecologically and culturally sensitive. This type of travel, it is suggested, has 
a low impact on the environment and local culture, but assists by generating income, 
employment and the conservation of local ecosystems. Currently, eco-tourism is generating 
billions of dollars of revenue around the world, and is said to be growing rapidly. 

Both domestically and internationally, Australia is seen as offering a multitude of nature- 
based experiences. Recently the Ecotourism Association of Australia launched a National 
Ecotourism Accreditation Program, a scheme designed to accredit ecotourism products and 
organisations. 

From far north Queensland to northern New South Wales to outback South Australia, 
tourist destinations and tour companies are providing the ‘ecotourism experience’. 
Consumers of all ages and income groups are planning holidays that take them not just ‘off 
the beaten track’, but to places that provide a unique experience. 

Ecotourism holidays and resorts are offering people an opportunity to experience the 
wonders of the flora and fauna of the Australian environment, but often with many of the 
comforts of a top hotel or resort. Travel companies and resort owners are finding that many 
consumers are looking for something more than just a chance to lie by the pool and relax, 
and this type of holiday caters for this market. 

However, there is still a big market for other types of holidays. For those who want a 
chance to relax and get away, luxurious resorts offer a brief respite from everyday life, with 
perhaps a little activity along the way. Club Med was one of the first companies to recognise 
that people want to have the opportunity to do both—rest and have a little activity— 
without having to worry about anything. Its unique style offers guests a wide range of 
activities as well as a luxurious, relaxing holiday. 

Travel companies have also recognised that some consumers want to experience a new 
culture. These consumers are motivated by the desire to learn about another country’s 
cultures and customs and to meet ‘the locals’ in their own environment. 

Some tour companies in Australia offer tourists a chance to experience trekking in South 
America, sailing down the Nile in a dhow, white-water rafting in New Zealand or staying 
with a family in a village in East Kalimantan. Those companies that have identified this 
market have developed tour packages that provide a range of experiences for consumers. 
Some offer unique trips to little-known parts of the world. 
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Developing these tour packages depends not only on identifying what motivates the 
consumers who will use them, but also ensuring that the images presented in the glossy 
brochures, videos and free information evenings reflect what consumers will experience 
when they take their holidays. Often, images of white sandy beaches, the bluest of blue 
water or breath-taking landscapes presented in the brochures don’t live up to expectations, 
and this can lead to disappointment and dissatisfaction. 

When choosing a holiday, many people rely on word of mouth. They want to hear from 
others who have visited that particular beach or bed-and-breakfast or sacred shrine. We talk 
to others who have trekked up mountains in India or surfed the waves in Hawaii, to make 
sure the images presented by the advertising are accurate. 

These days, many potential tourists can surf the Internet before heading off to surf the waves 
in Hawaii or Vietnam. More and more tourism operators are presenting potential customers 
will a view of what’s on offer before they leave home. Those who want the experience without 
the ‘experience’ can enjoy the destinations from the comfort of their own homes. 


Questions 


1. If you were developing a survey to find out what motivates people to travel, what types 
of questions would you ask? 

2. How important is it to match customers’ expectations with their original reasons for 
choosing a holiday destination? 

3. How can marketers use the personality approach discussed in the case to develop 
tourism products for these consumers? 

4, What could be the next ‘travel experience’ for consumers? 


ree 


1 Australian Bureau of Statistics (1997), 2. S. Plog (1987), ‘Understanding Psychographics 


‘Household Expenditure Survey, Australia: in Tourism Research’, in eds B. J. R. Ritchie and 
Household Characteristics’, Australian C. R. Goeldner, Travel, Tourism and Hospitality 
Social Trends, Cat. No. 6531.0, pp. 130-4. ~ Research, Wiley, New York, pp. 203-13. 


rr 3.4 The Tall Australian Pty Ltd 


Pascale Quester, University of Adelaide 


As Australian tastes evolve, and as health concerns are expressed about traditional Western 
diets, exotic meats such as kangaroo and emu are attracting the attention of chefs, culinary 
experts and gourmets alike. 


Unlike kangaroo meat, however, emu meat is obtained from the farming of the large native 
bird, and this enables a degree of planning and marketing as yet unachievable for kangaroo- 
meat producers. Meat distributors handle exotic as well as traditional meats, but their 
turnover is heavily skewed in favour of the latter, as Table A shows. 
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L able A Price and percentage turnover of the three main local meat distributors 


Beef 


Lamb 
Chicken 
Pork 
Kangaroo 


Venison 


Camel 
Emu 
Ostrich 
Fish 


Distributor A Distributor B Distributor C 
Price % turnover Price % turnover Price % turnover 
$A5 (rump) 
$A 10-14 (fillet) 42 $A13 (fillet) 62 $A11 (top cut) 30 
$A3.5 (leg) 30 $A2.3 (leg) 15 = 20 
$A7.50 (breast) 20 $A7 (breast) 4 = 20 
7 = ~ = = 20 
$A6.5 (average) 3 $A4 (average) 3 $A5.95 8.5 
$A14 (average) $A14 (rump) 
$A22 (fillet) $A23 (tenderloin) 0.5 $A22.5 0.5 
$A10 (porterhouse) — — _ — — 
= 1 = 05 = 0.5 
= 1 — = x » 


= | a — — — 


The Tall Australian Pty Ltd is a young South Australian company, created for the purpose 
of processing and distributing emu meat. While its market is primarily local, its objective is to 
reach a national market, and even enter the international market in the not-too-distant future. 


Consumer acceptance of emu meat 


The consumption of meat is central to most Western diets. The majority of Australian 
households consume traditional meats such as chicken, beef and pork. In the early 1980s, the 
consumption of red meat declined as a result of health concerns about fat and cholesterol 
intake. An energetic campaign by the Australian Meat and Livestock Corporation, promoting 
lean beef as a prime source of iron and emphasising the convenience of ‘short cuts’ for 
everyday cooking, contributed much to the reversal of this trend, even though chicken and 
fish appear to have benefited the most from the healthy lifestyle adopted by many Australian 
consumers. 

Attitudes to different types of meat, however, are a possible concern for marketers of new 
meats such as kangaroo, emu and camel. Wildlife advocates have condemned the 
exploitation of Australian native fauna, and the fact that the emu and the kangaroo are both 
part of the national coat of arms has also generated resistance among the public to the idea 
of eating their meat. Animal-rights activists are also concerned for the welfare of the birds. 

However, emu meat also presents a number of attributes deemed desirable by consumers. 
For example, it is demonstrably lower in fat and cholesterol than any other source of animal 
protein. Furthermore, being Australia produced, it may also appeal to consumers who want 
to favour Australian-made products. In addition, the farming of emu is also more 
environmentally friendly than is the farming or grazing of more traditional sources of meat. 
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Consumer market research findings 


The Western Australia Department of Agriculture conducted an intercept survey in two 
metropolitan supermarkets located in Perth, based on the tasting of grilled emu meat from 
50-week-old birds. Some 140 respondents participated in the survey, conducted in 1997. 

When asked to rank the tenderness of the meat, 64 per cent rated it as either ‘tender’ or 
‘very tender’. Only 10 per cent thought the meat ‘slightly tender’, and 17 per cent 
characterised it as ‘slightly tough’ or ‘tough’. In addition, 31 per cent of respondents stated 
that they liked the taste ‘a lot’, with 48 per cent describing it as ‘fairly good’, and 18 per 
cent as ‘acceptable’. Only 3 per cent said they ‘did not really like it’, with no respondents 
actually disliking it. Almost half of the respondents (47 per cent) likened the taste to that of 
beef. A further 30 per cent described the taste as ‘rich’, while 11 per cent said it was ‘tasty’. 
Five per cent thought the meat too ‘bland’, and 4 per cent compared it to offal, with a 
further 3 per cent characterising it as ‘gamy’. 

Overall, an overwhelming 72% of respondents rated the meat as comparable to the 
grilling steak they usually bought, and 19 per cent thought it better than steak. Slightly more 
than 50 per cent (29 per cent and 25 per cent respectively) stated that they would buy the 
meat either once or twice a month if it was available. Nine per cent responded that they 
would buy it once a week, and the same figure would buy it two or three times a month. 
However, consumers were uncertain about price, with 30 per cent stating that they were not 
sure at what price they would be prepared to buy it. Twenty-four per cent said they would 
pay $A9 to $A10 per kilogram, 8 per cent said they would pay $A11 to $A12 per kilogram, 
and only 6 per cent said they would pay more. 

In general, consumers were unaware of the health benefits associated with emu meat, a 
lean and low cholesterol alternative to any other meat. Additionally, it is important to note 
that about 15 per cent of the people approached in the survey described above declined to 
participate in the study because it involved emu meat. 


The restaurant trade 


Exotic and unusual ingredients are often sampled by consumers when eating out. It is 
therefore important for The Tall Australian to understand how restaurant owners and chefs 
perceive emu meats, as well as their perceptions of their customers’ reactions to emu meat. 
A survey was therefore undertaken, to ascertain the rate of penetration of the meat onto 
restaurant menus, the degree of knowledge of restaurateurs about the meat, and the 
potential barriers to an increased use of the meat. 

Most restaurants surveyed in metropolitan Adelaide (85 per cent) have never served emu 
meat, and only 5 per cent had served it at the time of the survey. The remaining 10 per cent, 
where emu had been served in the past, stated that they had stopped serving the meat as a 
consequence of the lack of demand for it. In terms of size, the smaller restaurants (those with 
fewer than 500 diners per week) would not serve emu meat because they tended to 
concentrate on niche markets that are very particular about what is consumed, and would 
perceive the addition of emu meat to the menu as a radical change. Only small restaurants 
specialising in modern Australian cuisine would be an exception to this. 

Larger restaurants and cafés, however (those with more than 1500 diners per week), would 
also not be interested by emu meat, mainly because they aimed to serve mainstream dinners at 
competitive prices. The relatively higher cost of emu meat would in fact preclude the 350 per 
cent to 400 per cent markup that such establishments needed in order to cover overhead 
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expenses. If they were to reduce the size of the meal to protect their markup, the resulting 
portion would be unlikely to satisfy the predominantly male consumers who would order it. 

Restaurants from the most affluent areas of metropolitan Adelaide showed the greatest 
interest in emu meat, probably reflecting the more developed and adventurous tastes of their 
clientele. Some of these areas are characterised by the predominance of double-income 
couples with no children, for whom wine and food is more a hobby than a necessity. 
Professional businessmen also congregate at, or travel to, some of these areas for business- 
related functions. 

When restaurateurs were asked why they did not serve emu meat, a variety of responses 
were obtained. Twenty-seven per cent stated that the meat was too expensive to purchase. 
Fifteen per cent thought that they did not have the right sort of clientele, and a further 15 
per cent thought it was a combination of wrong clientele and expensive prices that precluded 
them from serving emu meat. For 13 per cent of restaurants, the meat simply did not fit in 
with the authentic type of cuisine the restaurant served. However, for 18 per cent, the reason 
was simply that they had never been approached to serve emu meat. 

In addition, it was also apparent that the level of knowledge about emu meat was mixed, 
with 52 per cent of head chefs unaware of its benefits. Some stated that their customers were 
not interested in low fat or in low cholesterol, as dining out often represented a break from 
otherwise healthy eating habits. Restaurant owners feel than males are more likely than 
females to eat emu meat, and are in general less concerned with issues of fat and cholesterol. 

Restaurants also serve the tourist market, for whom eating emu meat has become part of 
the Australian experience. The success of the celebrated Red Ochre is proof that bush tucker 
and other native food recipes attract more than the discerning local market. However, 
cultural and social elements may preclude some tourists from eating emu meat. For example, 
Jewish or Muslim visitors would be concerned about the method by which the animals 
would have been killed and prepared, while other visitors may be strictly vegetarian. 


The Tall Australian’s future 


The company is young, and still developing. It may still be open to offers by other producers 
of exotic/native meats such as kangaroo or camel to join forces for the purpose of gaining 
market leverage. 

The company is keen to enter supermarkets as well as to establish a presence in the 
catering industry. It has already organised cooking competitions and demonstrations for the 
purpose of educating chefs in how best to process the meat, and has small restaurant-sized 
packages of 0.5 kg to enable chefs to try their hand at it. However, there is concern that the 
already full menus of restaurants simply do not have enough room for one more item, and 
that uneducated waiters may be unable to educate consumers in the benefits of the meat. 

Because emu meat is such a new product, The Tall Australian is also concerned that it may 
have to educate consumers, only to lose them to new entrants once the market starts to grow. 
As a result, the company is keen to take a dominant position, and to expand rapidly in order 
to gain economies of scale, which will allow their competitive prices to be affordable. 


Questions 


1. Which consumer attitudes are most relevant to The Tall Australian? 
2. On balance, are there more positive or more negative components in people’s attitudes 
about emu meat? 
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3. Discuss the situational influences at play in the case of emu-meat consumption. 
4. Discuss possible ways to change consumers’ attitudes towards emu meat. 


ore 3.5. SA Energy Forum 


Pascale Quester, University of Adelaide 


The SA Energy Forum was established in October 1987 by the South Australian 
Government ‘to ensure that key issues relating to energy management are considered in a 
public forum having regard to the broad and often conflicting views of the community, 
industry and other groups’ (Cabinet Submission, May 1987). This was the second stage of 
the Government’s proposal to upgrade and co-ordinate energy planning, and was intended 
to allow the public to have some say in this significant sector. 

The first stage had involved the creation in October 1986 of the Energy Planning 
Executive. Its aim was to oversee and co-ordinate key development and management 
activities by the state’s energy agencies. 


History 


The Forum replaced an earlier group, the SA Energy Council, which had been established in 
1978-79. It also took over some functions of the Working Party to Review Energy Pricing 
and Tariff Structures, established in 1985. In 1994, the Forum was disbanded following the 
government’s decision to replace the general community approach it offered with task- or 
issue-related consultation, which would be arranged as required. 

During its period of operation, the SA Energy Forum was an independent group, with 
members appointed by the Minister of Mines and Energy. Members represented a cross- 
section of the community, such as education, the Electricity Trust of South Australia 
(ETSA), South Australia Gas Company (SAGASCO), trade unions, commerce and industry, 
consumers, conservation and rural interests. It reported directly to the Minister of Mines 
and Energy, with the Office of Energy Planning providing executive and research support. 


The environmental issue and related activities 


Community concern about environmental matters, including the greenhouse effect, land 
degradation and ozone-layer depletion, increased steadily during the 1980s. In 1988, the SA 
Energy Forum was the major sponsor of the Adelaide meeting of ‘Greenhouse ’88: Planning 
for Climate Change’. Several hundred South Australians participated as part of a national 
conference involving ten venues and over 8000 people Australia-wide. 

In 1989, The Energy Forum provided comments on a paper released by the state 
government on the greenhouse effect and energy policy in SA, and supported a special 
environmental education bulletin for schools. Issued on World Environment Day, the 
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bulletin aimed to give teachers information to use in class, and outlined for students actions 
they could take to learn how to care for the environment. 

The same year, the Forum also decided to support an initiative that would give more of 
a focal point to its efforts, in the form of a Greenhouse Resource Centre. The Centre aimed 
to address the following perceived needs: 


» providing up-to-date information 

» showing a range of presentation techniques 

» establishing and maintaining close links with the many other groups or individuals 
working on the greenhouse effect 

» providing referral services 

» linking with existing and future curriculum developments in schools 


The Energy Forum also sponsored a one-day seminar titled, ‘Greenhouse: Towards 
Sustainable Transport’, held by the newly formed Greenhouse Association of SA. At the 
seminar a wide range of issues were discussed, such as the urgency of the problem for 
humanity, a comparison of private car and public transport, the need to change attitudes 
and behaviour in order to increase the use of alternative modes of transport, and the 
ways to reduce urban sprawl and the subsequent dependence on transport and private 
cars. 

The Forum supported several other activities, including: 


» the printing of the ‘Greenhouse Declaration’ to enable individuals’ commitment to 
realising the Toronto Goals 

» a greenhouse and waste-management seminar in June 

» the printing of brochures and posters for Greenhouse Awareness Week and Greenhouse 
Alert Day on 1 September, for community distribution. 


The Forum also undertook a number of public-relations activities. For example, it co- 
sponsored a Solar Energy Information seminar for teachers, aiming to publicise two existing 
education packages available from Victoria. Information on available education resources, 
including a video and fact sheets, was also provided after school hours at the Wattle Park 
Teachers Centre. The Forum also co-sponsored a seminar on Solar Heating, organised by 
the SA branch of the Australian and New Zealand Solar Energy Society. 

Energy grants were provided to community groups to assist in raising the awareness of 
energy issues and foster public input. Eleven community groups applied, and five grants 
were provided, ranging from $A1000 to $A2820, for activities and material suggested for 
local efforts in that area. The Forum was also one of several sponsors of the EOS team from 
the Annesley College, the first all-girl team to enter the World Solar Car challenge from 
Darwin to Adelaide in November 1990. The Forum’s contribution was acknowledged by a 
400 x 200 mm sign on the side of the vehicle. 


Market research 


Four years after its establishment, the Forum decided to conduct market research to gauge 
its performance to date, as well as to establish a benchmark for its future activities. 
Undertaken by a professional market research company, the study consisted of an 
exploratory qualitative phase, followed by a larger sample quantitative telephone survey of 
408 persons aged over 18 living in the Adelaide metropolitan region and selected country 
regions. 


According to the brief given to the market research company, the study aimed to: 


V 


conservation 
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identify the community’s perceived knowledge on energy matters 

identify the perceived relative importance of energy conservation 

identify differences in attitudes and opinions by different sectors of the community 
assess the factors motivating or inhibiting energy conservation within the community 
identify the beliefs of the community about future energy-supply issues 

review community opinions on the level of activity within the state with regard to 
‘energy supply’ and ‘energy-conservation’ issues. 
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establish the attitudes and opinions of the community relating to energy use and 


The questionnaire, designed on the basis of the qualitative findings of the initial phase, 
consisted of approximately 30 questions aimed at ranking energy in terms of importance to 
employment, crime or education, and asking respondents to forecast the environmental 
situation ten years ahead, as well as to describe their current energy needs and use. Further 
demographic information was also collected in order to ensure a representative sample, and 
age and sex quotas were imposed. Furthermore, 80 per cent of the sample were from the 
Adelaide metropolitan region, while the remaining 20 per cent were from three selected 
country regions of SA. Respondents were randomly selected. Table A describes the sample 


obtained. 


L abie A Description of the sample 


Sample group % of sample 
Males 49 
Females Bl 
13=25 18 
26-55 zy 
36-45 18 
46-55 13 
56=65 #2 
66+ 13 
Adelaide 80 
South-east 7 
Riverland 6 


Mid-north/Eyre Peninsula 


199 
209 
74 
110 
12 
51 
47 
53 
S27 
30 
23 
28 


No. of respondents 


A pilot study was conducted with 10 per cent of the sample, and after the telephone 
interviews a 10 per cent random audit was also undertaken to ensure validity in accordance 


with market research guidelines. 
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The following sections describe the main findings of the research. 


Relative importance of energy efficiency 


While the community of SA considers energy efficiency an important issue, it still has a low 
ranking of importance relative to other issues the community feels have a more direct impact 
on their lives, such as employment and the cost of living. Overall, the majority of people 
would therefore give precedence to their own situation rather than to that of the community 
at large, and energy conservation would have to be seen as personally beneficial in order to 
gain acceptance. Tables B and C below describe the breakdown of answers to the two 
questions relating to this issue. 


L able B Answer to the question: ‘For you right now in your current circumstances, 
would you say that the following are very important or not important?’ 
Factor Very important (%) Not important (5) 
Employment opportunities 74 26 
Standard of education 84 16 
Protecting the environment 95 5 
The crime rate 94 6 
Using energy efficiently 96 4 
The cost of living 93 7. 
L able C Answer to the question: ‘From the above list, which are the two most 
important issues to you?’ 
Issue Most important (%) Second-most (%) 
Employment opportunities 31 14 
Standard of education 17 15 
Protecting the environment 15 22 
The crime rate 15 18 
Using energy efficiently 3 8 
The cost of living 19 22 


a lta a cla le eS 


Those who rated energy efficiency as most important differed somewhat from the total 
sample, as shown in Table D below. 
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L able D Profile of those who answered that certain issues were ‘Most 
important’ (%) 
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Group Totalsample Employment Education Environment Crime Energy Cost of living 
100 31 17 15 15 3 9 
Males 49 47 46 49 45 46 56 
Females 51 53 aie. 51 55 54 44 
18-25 18 23 16 24 11 = 16 
26-35 27 25 28 38 18 38 26 
36-45 18 22 24 14 5 38 16 
46-55 13 19 15 5 15 8 5 
56-65 12 6 10 8 26 15 16 
66+ 13 2 6 11 29 = 22 
Upper white 12 10 18 24 jhe 8 1 
Lower white 30 32 31 32 18 7/ 29 
Upper blue 20 28 24 14 28 a 14 
Lower blue 12 14 9 14 8 sa TZ, 
Retired 21 10 13 10 42 15 36 
Low-income 27 20 19 30 34 23 40 
Mid-income 38 38 i, 44 31 54 39 
Upper income 4 6 6 5 2 8 3 
Some high 5D sys 51 43 63 62 7. 
Matriculation 20 20 10 19 23 8 31 
Some tertiary iz 14 18 17 2 15 5 
Higher education 13 10 21 21 13 15 6 
Adelaide 80 80 78 84 82 85 77 
Country 20 20 22 16 18 15 25 


Urgency of energy- and environment-related problems 


There are divided views within the community about possible energy supply shortages and 
environmental problems within the next decade. Overall, a higher proportion of 
respondents believe that alternative sources of energy, such as wind or solar energy, will be 
viable within ten years than those who believe that energy shortages will occur within the 
same timeframe. In other words, the community seems to believe in a comfort zone, which 
may dampen the motivation to act. Table E summarises the sample’s answers to this 
question. 
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L able E Answers to the question, ‘Do you think that in ten years’ time there will 
be energy-supply shortages in ... ?’ 
Issue Opinion % of total sample 
Australia’s oil and gas supply Short supply 41 
Ample supply 39 
Don’t know 20 
Australia’s production Will exceed imports 37 
Will be less than imports 47 
Don't know 16 
Greenhouse effect Will not damage SA 24 
Will damage SA 68 
Don’t know 8 
Air pollution in Adelaide Will be at dangerous levels 49 
Won't be at dangerous level 44 
Don’t know 7 
Solar energy Viable on a large scale 76 
Not viable on large scale 20 
Don’t know 4 
Wind energy Viable on a large scale 59 
Not viable on a large scale 30 
Don’t know 11 


Factors motivating energy conservation 


Eighteen per cent of respondents claimed they had never given any thought to energy 
conservation, while 82 per cent said they consciously tried to cut down on the amount of 
energy they used. The 18 per cent respondents who ranked energy conservation as a non- 
important issue incapable of enhancing their lifestyle and this group tended to be: 


> male biased 
>» younger (18-25 and 25-36) 
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from larger households (three or four people) 

blue-collar 

mid-income 

those with less belief in the energy-supply problem, greenhouse and pollution dangers 


VV VY 


Moreover, for some of them, reduced energy consumption seemed synonymous with a 
reduced standard of living—that is, they believed it would represent a threat to their current 
lifestyles. 

Of the 82 per cent who claimed they tried to reduce their energy consumption, 82 per 
cent again said that the primary reason for reducing one’s use of energy is monetary gain 
through savings. Hence the main motivating drive was a desire to maintain or improve the 
present standard of living by reducing financial pressures. This was followed by an 
‘environment-related’ motivation: in other words, the motivation to aid the environment 
and reduce pollution, stated by 39 per cent of those who did try to cut down their energy 
consumption. The environmental motivation is present within a broad section of the 
community, but its influence on behaviour is far less than that of monetary factors. The third 
motivation, stated by 32 per cent of those who did try to reduce their energy consumption, 
was a general desire to conserve energy. 

This group has the following characteristics: 


female bias 

broad age groups 

small and larger households 

white-collar, housewives and retired 

less positive about future energy outlook 

more environmentally driven 

likely to put more effort in future energy reduction 
positive about lifestyle changes from energy conservation 
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Current energy-conservation behaviours 


The most commonly adopted energy-conserving practices were the use of verandahs or 
pergolas (79 per cent of the total sample), insulation (76 per cent), awnings (66 per cent) 
and microwaves (69 per cent). All of these are not only energy-saving devices, but they also 
directly enhance lifestyle and comfort. 

The least adopted practices were the use of solar hot-water systems, and of LPG as car 
propellant—these were used by approximately 7 per cent and 8 per cent of the sample 
respectively. Solar hot-water systems were used mostly by the more affluent white-collar 
segment, whereas LPG was mostly used by the blue-collar segment. 

Of those who had installed a solar hot-water system, 40 per cent expressed doubts as 
to their energy efficiency, stating that they had not noticed any decrease in their energy 
costs as a result of the change-over. However, 24 per cent of those who did not have a 
solar system stated that they were contemplating the purchase of one in the future. This 
poses a problem, as savings seem to remain the sole motivation for any energy-saving 
behaviour. 

Only 17 per cent of those who did not yet have an LPG system on their car were 
considering a future conversion. In terms of public-transport use, Table F describes the 
intention of use per current travel frequency group. 
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L able F Intended shift in public-transport use 


size (%) 
Intended use 
More often 
Less often 
Same 

Not at all 


More often 
Less often 
Same 

Not at all 


Frequency of travel 


Frequent Regular Occasional Rare 
(>once/week) (>once/ month) (>once/year) (once or</year) Non-users Total 


19 11 22 16 33 100 
16 54 24 19 8 20 
26 11 yy 3 = 8 
56 55 70 70 ZF 40 

1 = = 8 92 31 


As a percentage of total sample 


2 6 5 5 3 20 
5 1 ] <1 = 8 
10 4 i 11 = 40 
<1 = = 1 30 31 


The findings further indicate that the most frequent users of public transport can be 
classified into two segments: 


>» white younger males and female white-collar workers 
» older, with lower economic status (retired females in particular) 


The least frequent travellers consisted of: 


the mid-aged group 36-45 years of age 

the upper white-collar segment (and some blue collars) 
higher income earners 

males 
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Intended future efforts to reduce energy consumption 


Twenty-nine per cent of the sample said they would ‘definitely’ put more effort into reducing 
their energy consumption in the future, and 37 per cent said they would ‘probably’ do so, 
whereas 35 per cent would be ‘unlikely’ to put more effort into energy conservation (23 per 
cent ‘possible’, 10 per cent ‘probably not’ and 2 per cent ‘definitely not’). There are, 
therefore, considerable reservations and/or inhibitions in the community, with the majority 
of people (71 per cent) refusing to commit themselves to any reduction in the future. The 
study also found that 55 per cent of people claimed reduced energy consumption would not 
have any effect on standards of living. Twenty-two per cent believed it would improve the 
standard of living, while another 22 per cent believed it would reduce the standard of living. 
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A profile of these who would ‘definitely’ or ‘probably’ try to put more effort into energy- 
consumption reduction, or who were unlikely to do so, is shown in Table G below. 


rs able G 


Sex 


Age 


Occupation 


Education 
Household income 
Household size 


Main benefit 


Profile of those who would ‘definitely’, ‘probably’ or ‘be unlikely to’ 
try to reduce energy used 


Male 
Female 


18-25 
26-35 
36-45 
46-55 
56-65 
66+ 


Upper white 
Lower white 
Upper blue 
Lower blue 
Home duties 
Retired 
Student 


Some high schooling 
Matriculation 

Some tertiary ed. 
Degree/higher 


<20K 
20-—40K 
40-75K 
75K+ 


Single 

2 persons 
3/4 persons 
5+ 


Save money 

Reduce waste 

Help environment 
Lasting supply 
Pollution/better lifestyle 


Total (%) 


49 
51 


18 
27 
18 
13 


‘Definitely’ (%) 


49 
51 


21 


‘Probably’ (%) 


42 
58 


16 
ZT 


‘Unlikely’ (%) 


56 
44 


19 


continues... 
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Main disadvantages 


Would encourage 


Effect of reducing 


Knowledge 


Currently 
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Time to develop alternatives 


Self sufficient 
Feel good 
Aid economy 
Nothing 
Don’t know 
Other 


No cost benefit 
Change lifestyle 
Reduced comfort 
Harder to do things 
None 

Don’t know 

Other 


Information 

Saving money 

Supply problems 

Price increase 
Legislation 
Family/friend 
Environment problem 
Worsening pollution 
Advertising 
Environmental knowledge 
Better public transport 
Cost—solar/LPG 

Tax benefits 

Recycling 
Nothing—do it now 
Nothing—don't care 
Don't know 

Other 


Improve living standard 
Reduce living standard 
No effect 

Don’t know 


A lot 
Some 
Little 
Nothing 


Try 
Don’t think about it 
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Total (%) 


1 
1 
5 
6 
5 
4 
3 


10 


Oo BWON WwW — B 


= 
NJ 


‘Definitely’ (%) 


NO ON W 


on An 


‘Probably’ (%) 


WO UI Nor uo - 


‘Unlikely’ (%) 
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Finally, when asked if too much, enough or too little was being done in South Australia 
for a number of activities relating to energy-consumption reduction, the respondents 
answered as described in Table H below. 


L able H Answer to question: ‘Do you believe that too much, enough or not 
enough is being done in South Australia in each of the following areas?’ 


Area | ‘Too much’ = ‘Enough’ ‘Not ‘Don't 
(%) (%) enough’ (%) know’ (%) 

Controls on energy efficiency of cars 0 AZ Td 5 
Control on new home designs for energy efficiency 0 22 64 13 
Education on energy-efficient practices 0 21 73 6 
Education on the effects of energy use by industry 1 11 TT 10 
Penalties or fines for inefficient energy use by home users 1 26 56 17 
Search for new reserves of oil and gas in South Australia 5 36 45 16 
Developing solar energy 0 15 77 8 
Developing wind power 0 10 76 13 
Developing energy-efficient appliances 0 35 57 

Promoting the use of public transport Z 26 65 

Protecting the environment 2 27 69 

Reducing pollution caused by burning fossil fuels 0 20 Ta 

Developing nuclear energy 29 28 31 13 


A few questions were aimed at investigating the role of energy prices, and it was found 
that: 


Petrol was considered to be overpriced by 76 per cent of respondents 

Electricity was considered to be more overpriced (by 54 per cent) than gas (24 per cent). 
¢ Most people were not aware of the price of a kilowatt hour of electricity. 

¢ People had a better idea of their yearly electricity costs than they had of gas costs. 


Awareness and knowledge of Energy Forum 


While 19 per cent of respondents claimed to have heard of the SA Energy Forum, 42 per 
cent of these did not know what the Forum actually did. A further 23 per cent felt that it 
advised on electrical appliances, suggesting some confusion with the Electricity Centre or the 
Energy Information Centre. 

Better awareness was found with upper white-collar, high-income and better educated 
consumers, who were more positive towards, as well as more knowledgable about, energy- 
conservation issues. Moreover, 49 per cent recalled having recently received some information 
about energy-efficient practices. The majority of these (72 per cent) recalled receiving the 
information by letterbox drop. 
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Questions 


1. What motivates people to use and to save energy? 

2. Comment on the wide variations in perceptions observed in the market research. Is this 
unusual? 

3. Describe the cognitive, affective and behavioural aspects of people’s attitudes towards 
energy consumption. 

4. Suggest ways in which the Forum could attempt to change the public’s perceptions of 
and attitudes towards energy. 


Case 3.6 Tasty Treats Snack Food Company 


Al Marshall, University of New South Wales 


The Tasty Treats Snacks Food Company, a Brisbane-based snackfood business, has been 
interested for some considerable time in understanding how consumers regard its line of 
potato chips. 


The market is an extremely competitive one, with a number of snackfood companies 
battling for market share at a time when the whole product category is growing. Tasty 
Treats is a relatively new entrant to the market, having launched its core brand, Groove, 
only in 1994. Groove comes in three variants: barbecue, chilli and traditional. 

From small beginnings in south-east Queensland, Groove was able to secure distribution 
in northern New South Wales before tentatively entering the more competitive southern 
markets. Management of the company was surprised at the somewhat rapid growth of the 
brand, given the marketplace dominance of Smiths and Frito-Lay among others. These 
companies have considerable resources at their disposal to market their truly national 
brands, with ruthless sales-promotion battles taking place. Leading brands include Smiths, 
Samboy, Ruffles, Thins, Lights and Kettle, most of which are well-established in consumers’ 
evoked sets and brand portfolios. 

Yet, against these leading brands, Groove has managed to secure an estimated 8 per cent 
market share since its launch in 1994. 

Part of the secret appears to be the distribution deals that Tasty Treats has negotiated with 
leading supermarket and convenience-store chains, but this is plainly not the only reason for 
success. The marketing manager, Kate McGoffin, has suspected for some time that 
consumers do not see Groove as a mainstream product, viewing it as somewhat different 
from other chips. As a chip with a difference, she speculates that Groove does not compete 
directly with the leading brands, but instead occupies its own little upmarket niche. She has 
no actual proof of this, however. 

Kate was keen on testing out her theory through consumer research, since she felt that a 
more complete understanding of the brand was necessary to ensure future growth. 
Understanding consumer perceptions would, she felt, be particularly helpful with designing 
a brand plan and writing an advertising brief for the forthcoming busy summer sales season. 


CLASES 


Shine Research, a Sydney-based market research agency, was commissioned to conduct 
the consumer research for Tasty Treats, and Kate was confident that consumers’ perceptions 
would be uncovered. 

The agency recommended focus groups with Groove brand-loyal consumers, as well as 
with consumers loyal to leading brands. Separate groups would be run, with detailed brand 
personality profiles emerging. 

Kate planned to observe each of the focus groups. She was keen to develop an 
understanding of how Groove, Smiths, Samboy, Ruffles, Thins, Lites and Kettle were seen 
by their consumers. 

The first focus group (which Kate observed behind a one-way mirror) comprised 
consumers loyal to the mainstream competitor brands. They were seated around a circular 
table with a moderator from Shine Research. After explaining the purpose of focus groups, 
the moderator first asked the group if they ate many snack foods. To Kate’s amazement, 
most either said ‘No’, or did not say anything. 

In elaborating on this theme, the moderator specifically mentioned potato chips, and 
most of the consumers either said nothing, or murmured that they didn’t really eat such 
products. 

At this point, Kate started to become a bit alarmed. The people in the group did not 
appear to be potato-chip consumers, and Shine Research had specifically said that the first 
four focus groups would be with consumers loyal to the leading brands. Only two of the ten 
people in the group at this point admitted that they regularly ate potato chips, and the other 
group participants appeared to disapprove of this, looking at the chip eaters and claiming 
that chips were ‘bad’. 

The moderator persisted, asking if other people in the participants’ households ever ate 
snackfoods such as potato chips, and at this point several said that they bought them for 
their children. In the next couple of minutes, the majority of group participants said that 
they bought chips for children or other people in the household. Kate was somewhat 
relieved that they at least seemed to be purchasers. 

The moderator then asked if any of the participants ever ate any of the chips that they 
bought. Kate noted that the participants seemed to be looking around the room at each 
other. After a pause, one of the participants said that she would occasionally eat a small 
packet that the children had not eaten that day as part of their school lunch. Several others 
then mentioned similar eating occasions. 

No one mentioned any brand names, and it seemed to Kate that the participants might 
not even be familiar with any of the leading brands, let alone Groove. She thought of all the 
money that the research was costing. 

The Shine Research moderator appeared to be getting a little bit frustrated as well, and 
suddenly asked the participants what they knew about different types of potato chips. 
Several of the participants said that they knew only ‘a bit’. 

Kate wondered how they managed to purchase the products for their children or for 
others in the household without at least some product and brand knowledge. The moderator 
then asked the question another way, by asking how they usually chose which chips to buy. 

At this point the two participants who had said that they knew ‘a little’ said that they 
always bought Smiths chips. Another participant then burst out, ‘Why do you buy those?’ 
Both quietly admitted that they liked this brand. 

Kate sat back, and thought that at least two of the participants appeared to have some 
brand knowledge and preferences. The moderator appeared to seize upon this, and asked 
directly if anyone else liked Smiths. Three other participants then said that they liked Smiths, 
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with one of them also saying that Ruffles tasted ‘great’. This seemed to provoke a reaction 
from four others, who loudly said that they never ate Ruffles. 

The one remaining group participant who had been quiet up to this point then asserted 
that he really liked Kettle Chips. No one mentioned Groove chips. Kate wondered if any of 
them had ever purchased Groove, or tried the brand themselves. 

Almost as if anticipating her thoughts, the moderator then asked casually what the 
participants thought of Groove chips. Warming up a little, one participant replied that ‘those 
chips’ were simply ‘terrible’! 

Another exclaimed, ‘You couldn’t walk into a party carrying those!’ Backing this 
participant up, several noted that the brand was strictly the kind for school lunches. Kettle 
was the kind that you could take to parties. 

Kate felt somewhat surprised at this, as to her Groove chips were the kind that should 
appeal more to adults. She had always intuitively thought this, and had even made quite a 
few brand decisions on this basis. The flavours had been specifically designed to appeal to 
those who wanted something different in a chip, not to children. Kate had thought that the 
chilli variant in particular was for more discerning consumers. She had assumed that the 
brand’s rapid growth since the 1994 launch of the product had been because such consumers 
switched to this brand from the larger competitors like Smiths and Frito-Lay, who appealed 
more to the mainstream. 

The next day, back at the Tasty Treats Snack Food Company’s Brisbane head office, Kate 
reflected that, when observing the first focus group with brand-loyal consumers, she had not 
learnt what she was expecting to learn. The consumers had not been forthcoming to the 
Shine Research moderator about their chip-eating habits (they had even been unco- 
operative), they had disclaimed much brand knowledge, and then they had attacked Groove, 
seeing it quite differently from the way it was being marketed. 

Kate wondered about the whole point of qualitative research, the calibre of the consumers 
in the first focus group, and how such information could possibly help her in preparing the 
brand plan and the advertising brief for the coming summer sales season. 


Questions 


1. What are consumers’ general perceptions of chips? 

2. What are consumers’ specific perceptions of the diverse brands of chips available? 

3. Describe in some detail the three components of the focus-group participants’ attitudes 
towards chips. Are these attitudes generic or brand specific? 

4. How could Kate improve consumers’ attitudes towards Groove chips? Be specific in 
your recommendations. 
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SECTION FOUR 


xternal influences 


The shaded area of the model on the previous page is the focal point of this section. As indicated 
in Chapter 1, any division of the factors that influence behaviour into separate, distinct categories is 
somewhat arbitrary. For example, learning was discussed in the previous section, which focused on 
internal influences. However, a substantial amount of human learning also involves interaction with, 
or imitation of, other individuals. Therefore, learning could also be considered under the heading 
‘Group processes’. But Section Four examines the way groups operate to influence behaviour. The 
emphasis is on the functioning of the group itself, and not the process by which individuals react to 
the group. 


This section begins with an analysis of the fundamental demographic changes in Australasian 
society. The psychographic dimensions, also referred to as ‘lifestyle’, are subsequently reviewed. In 
Chapter 14, we take a closer look at a fundamental group whose influence on consumption is 
critical-the family or household—and household consumption behaviour. In Chapters 15 and 16, 
concepts relating to groups in general are presented, including the particular mechanisms of group 
communications. A wider sphere of influence, social stratification, is the topic of the following 
chapter. Finally, culture, subculture and crossculture, influences that impact the broader society, are 
the subject of Chapter 18. 
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Australasian society 


Chapter:-objectives 


When you have worked through this chapter, you should understand: 

® which demographic factors help marketers to describe and understand the market 
segments relevant to them 

» that our society is an evolving, multidimensional structure 


» the importance of anticipating shifts in society in order to develop or adapt 
marketing strategies 


® that important aspects of society such as sex roles can and do change over time 
» the impacts of such changes 


» what subcultures are, and how they are both different from and similar to the 
dominant culture 


»® the major Australasian subcultures 


»® their impact on marketing decisions 


12.1 


122 


SECTION FOUR EXTERNAL INFLUENCES 


s the following examples illustrate, demographic changes such as the ageing of the 

Australasian population are influencing both purchasing and consumption patterns. 
Many marketers are now responding to this by producing goods and services to cater 
specifically for these changing markets. 

Nissan is making its dashboard symbols bigger and easier to see, and Ford is offering 
brighter headlights for improved night vision and running boards on sports utilities for 
easier access. Kellogg’s is offering older breakfast eaters its Special K cereal, and St George 
Bank and FAI Insurance have introduced over-50s clubs. | 

In the 10 years to 2001, the number of people aged between 50 and 64 will have grown 
by 40 per cent—three times the growth rate of Australia’s population as a whole. 
Consumers aged 40 and over spend or invest A$70 billion a year, and the figure is moving 
upwards every month. There are now fewer 18- to 24-year-olds in Australia than there 
were in 1972. 

According to Bill Pulver, the Australian managing director of the world’s biggest market 
research group, A. C. Nielsen, the changing age structure of our population anticipated for 
the next decade will present considerable product planning and marketing issues for major 
companies. 


A lot has been written on the ageing of the population, but how many companies are 
really addressing it from the perspective of their own market? I put this to a lot of manu- 
facturers and I don’t get the feeling they’ve got it under control in their strategic planning. 


Coca-Cola, however, is taking steps to address the potential challenge. In Australia the 
soft-drinks giant recently appointed a manager responsible for mature markets, to tackle 
strategic issues. The Australian chairman of Unilever’s $A400 million Lever Rexona 
consumer goods division said changing age demographics were particularly relevant for 
Lever brands such as the Ponds skincare range. 


We see greater usage of product lines that help dry skin, which comes from age. Many 
of the markets we operate in—laundry detergents for example—are very mature, and 
consumption is unlikely to be influenced by age profile. But what we have to do is be 
careful that we reflect those sliding age demographics in our marketing and advertising 
communications.! 


Chapter 18 discusses how variations in values influence consumption patterns across 
cultures. As the opening examples above have illustrated, demographic changes are producing 
changes in.consumption patterns and in marketers’ responses to these changes. This chapter 
begins with a discussion of the changing demographics of Australia and New Zealand and 
how these changes are affecting consumer behaviour—and, therefore, marketing strategy. 

Other factors are also evolving and influencing our society. Three of the additional forces 
will be examined in this chapter—values, gender roles and subcultures. Figure 12.1 
illustrates how the changes occurring in our society influence consumers’ behaviour, and 
how marketing strategies are affected. 


Demographics 


Demographics is the term used to describe a population in terms of its size, structure, and 
distribution. Size means the number of individuals in a population, while structure describes 
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S, igure 12.1 Changing societal factors that may affect marketing strategy 
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the population in terms of age, income, education and occupation. Naturally, the size of 
and income associated with a certain age group (say, 25 to 34) will directly affect the 
market demand for products commonly consumed by individuals in that age group. 
Distribution of the population describes the location of individuals in terms of geographic 
region and rural, urban or suburban location. Each of these factors influences the 
behaviour of consumers, and contributes to the overall demand for various products and 
services. 

Demographics play an important role in marketing mix decisions. This section examines 
changes in: 


» the size, distribution and age-group composition of the Australian and New Zealand 
populations. 

the income characteristics of the population 

the educational attainment of the population. 

the occupational distribution of the population. 


VV V 


Population size 


As shown in Table 12.1, the size of the Australian and New Zealand populations has grown 
steadily, and is projected to continue growing in the immediate future. Australia’s 
population is projected to grow from 18.1 million in 1995 to between 22.5 and 23.9 million 
in 2021, and to between 24.9 and 28.3 million in 2051, depending on assumptions based 
on future levels of fertility and overseas migration.? New Zealand’s population is projected 
to reach 4.17 million by 2031, and 4.49 million by 2051.° 

This continued and steady growth will allow some industries to survive and others to 
grow. Population growth can therefore have dramatic effects on an industry. If the growth 
of the Australian or New Zealand population slows or stops, many industries will face either 
stable or declining demand. This could lead to the failure of firms, increased diversification, 
a more competitive environment, and increased emphasis on export sales. 
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Laie 12.1 Australian and New Zealand growth projection to 2051 


Population estimates 


Year Australia New Zealand 
1996 18 558 000 3 623 000 
2001 19 498 000 3 774 000 
2011 21 723 000 4 031 O00 
2021 23 750 000 4 246 000 
2031 25 576 000 4 418 000 
2051 28 330000 4 490 000 
Note: 


Population projections for Australia are made according to Series C (ABS), using a combination of 
assumptions about future levels of births, deaths and migration. 


Source: Australian Bureau of Statistics (1996), Projections of the Population of Australia States and Territories 1995-2051, 
Canberra, Cat. No. 3222.0, p. 27; Statistics New Zealand (1997), New Zealand Official Year Book 1997, Wellington, p. 126. 


aAee SIFUCLUrE 


‘Age is a powerful determinant of consumer behaviour. A person’s age affects his or her 
interests, tastes, purchasing ability, political preferences, and investment behaviour.”* Age has 
been found to affect the consumption of products ranging from beer and liquor to toilet paper. 

Table 12.2 shows how the Australian population was structured across age groups in 
1996, and projections for 2001. While the largest segment of the Australian population was 
the 25 to 34 age group in both 1991 and 1996, the older age groups (35-44, 45-54, 55-64 
and over 65) have all increased by about 10 per cent since 1991. Similar changes have 
occurred in the age structure of the New Zealand population, with the most dramatic 
changes occurring in the older age groups. 


L able 12.2 Age structure of the Australian population: 1996 and 2001 


Year 0-14 15-24 25—44 45-64 65+ 
1996 3 896 000 2 694 000 5 663 O00 3 851 O00 2 204 000 
2001 4 212 000 2 685 O00 5 935 000 4 464 000 2 389 000 
Note: 


Figures based on Series C (ABS) assumptions. 


Source: Australian Bureau of Statistics (1996), Projections of the Population of Australia States and Territories 1995-2051, 
Canberra, Cat. No. 3222.0, p. 132. 


As important to marketers as the size of the various age groups are changes in the size of 
the groups over time. Exhibit 12.1 shows the changes predicted to occur in the various age 
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groups between 1990 and 2031. The exhibit also lists some of the implications of these 
changes. As can be readily seen, rapid growth is predicted for one of the most affluent age 
groups in society. This has major implications for many businesses. 


E xmivit 12.1. Changes in population age and market demand: 1990-2031° 


Australia ‘000 

Year 0-4 5-14 15-24 25-34 35-44 45-54 55-64 65+ 
1991 P27) 2513 2 760 2 824 2 622 1 875 1 461 1 948 
2001 1 311 2723 2728 3 025 3 078 2 721 1 842 2 399 
2011 1325 2 802 2 943 2 980 3 26/ 2 152 2 653 2 975 
2021 1 390 2 850 2 022 3 194 3225 3 344 3 074 4 072 
2031 1 435 2 981 3 071 3 2/4 3 440 3 309 3 269 5219 


Source: Australian Bureau of Statistics (1996), Projections of the Population of Australia States and Territories 1995-2051, Canberra, Cat. No. 3222.0. 


Note: 


Projections for 2001 to 2031 by ABS, Series A and B. Fertility constant as 1.78 children per woman, and overseas migration maintained 
at 80 000 per year. 


New Zealand ‘000 

Year 0-4 5-14 15-24 25-34 35-44 45-54 55-64 65+ 
1991 278 509 563 55D 488 350 281 385 
2001 312 599 504 570 562 479 333 453 
2011 271 611 594 509 578 553 457 542 
2021 280 547 604 598 518 568 530 709 
2031 201 580 542 610 607 511 546 890 


Source: Department of Statistics, New Zealand (1995), Demographic Trends 1995, Catalogue 03.009. 


Marketing implications 


The demand for products for infants and young children such as toys, nappies and clothes will decline (Australia) 
or only grow very slowly (New Zealand). 


The demand for first-time purchases of household durables, stereos and some models of cars will drop as the 
population group aged 25-34 decreases as a proportion of the total population. 


The demand for products predominantly consumed by individuals in the 35-44 age group will experience a 
steady growth. 


The biggest market opportunity will be for goods sold to those in the 45-54 age group, which include leisure 
products, holiday packages and quality furniture. This trend will, however, be reversed in Australia after 2021. 


Growth in the population aged over 64 will increase demand for health-related products and services, leisure-time 
products and services catering for senior consumers. 


Changes in age groups will not be constant across all segments. Average family size will vary among different 
ethnic groups. There will therefore be significant growth opportunity for niche marketers. 
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In developing strategies based on the evolving age structure, cohort effects should be 
considered. This is the term applied to the fact that a younger age group may not behave the 
way a current older group behaves when this younger group reaches the same age. It therefore 
pays to be cautious when attempting to predict that, in 10 years’ time, today’s 40 year olds 
will adopt lifestyles and consumption patterns similar to those of today’s 50 year olds. 

In today’s society, a high value is still attached to youth and, as shown in Figure 12.2, 
most people over 30 perceive themselves to be younger than they actually are. As people get 
older this perceived gap tends to widen, although there is substantial individual variation.” 
This has tremendous importance for the positioning of products for various age groups. For 
example, a product targeted at the 50 to 60 age group would be more successful if portrayed 
in terms of the age people in this group feel, rather than their actual age. 


Ss, igure 12.2 Perceived age versus actual age® 
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Population distribution 


In addition to knowing about the possible growth of a population, it is also important for 
marketers to know where growth is likely to occur. Projections of population growth from 
1995 to 2051 predict that the highest growth rates in Australia will occur in Queensland 
and Western Australia, based on the assumption that these states will continue to attract 
people who want to move from other states. Queensland is the only state with a population 
that may double in size over this period, and is the only state to have experienced net gains 
over the last two decades.? 

This creates a great marketing opportunity for those who understand the needs of people 
likely to make up this population growth. By the same token, other states’ population will 
decrease, and this, too, will have implications for the marketer. It may be that the logistics 
of the company concerned need to be rethought, to take these future changes into 
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consideration. Also, some transportation methods may become uneconomical, should the 
sales volume for any particular state market decrease below a certain threshold. | 

However, a further factor should also be considered. The size and growth of a regional 
population must be combined with regional consumption patterns when a regional 
marketing program is developed. 


Income 


While population plays a major role in both the overall and localised demand for products 
and services, income plays an equally important role for many products and services. For 
example, even the consumption of such ‘staple’ items as margarine, detergents and shampoo 
is affected by income level. Changes in disposable income (income after taxes) can be 
directly linked to changes in market demand for many durable products and non-essential 
services. For example, the total demand for housing, cars and recreational equipment will 
drop when disposable income drops, regardless of population growth. As a result, long-run 
trends for income, as well as short-range changes in income, are extremely important in 
terms of market demand for many products and services. 

As shown in Table 12.3, the gap between high- and low-income households widened 
between 1984 and 1994. However, what is important is whether household incomes 
maintained their value over this time in terms of buying power for goods and services and 
whether the standard of living was maintained. In 1994, real disposable household incomes 
had declined for all but the highest income quintile since 1984, but over this period 
household size had decreased. What this means is that real disposable income per household 
member increased by an average of 6 per cent since 1984. 

Income, like population, is distributed across the regions of Australia and New Zealand, 
as well as across metropolitan and rural areas within regions. The combination of an area’s 
population, income and value of retail purchases can be used to create what is called a 
buying-power index. This may be very useful for estimating the market demand for an area, 
and may be used for allocating salesforce efforts and advertising expenditures to market 
areas. An alternative is to use a range of economic indicators provided by the Australian 
Bureau of Statistics.!° 


rs able 12.3 Distribution of Australian household disposable income and household size 


Persons One-person 

Average per week Income share per household (av.) households 
Income Year 1984 1994 1984 1994 1984 1994 1984 1994 

quintile SA SA % % no. no. % % 
Lowest 114.86 174.82 6.3 5.8 17 Le 53.8 63.4 
Second 218.61 340.07 12.1 11.4 24 2.4 16.9 175 
Third 324.78 DIL 7 17.9 17.4 ey 2.9 15.8 16.5 
Fourth 449.19 745.77 24.8 25.0 3.2 3.1 7.0 8.5 
Highest 703.45 1 205.46 38.8 40.4 3.6 a2 2.1 2.9 
Total 362.01 596.04 100.0 100.0 2.8 2.6 19.1 21.8 


Source: In Australian Bureau of Statistics (1997), Australian Social Trends, Cat. No. 4102.0, p. 117; based on Australian Bureau of 
Statistics (1997), Household Expenditure Survey, Australia: The Effects of Government Benefits and Taxes on Household Income, Cat. No. 
6537.0, and Australian Bureau of Statistics (1997), Household Expenditure Survey, Australia: Household Characteristics, Cat. No. 6531.0. 
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Occupation 


Over the past 25 years, the number of white-collar workers, both in Australia and New 
Zealand, has grown faster than the number of blue-collar workers. Interestingly, while the 
majority of unemployed workers in the past were unskilled and with a blue-collar 
background, the structural changes that have followed the process of economic 
rationalisation both in Australia and New Zealand have resulted in a marked increase in the 
numbers of white-collar workers unemployed. In particular, corporate mergers and the 
increasing acceptance of ‘flat’ organisational structures have thinned the ranks of middle 
managers required for the operation of many companies, creating a new category of well- 
educated and well-qualified unemployed. 

The Australian workforce has grown by more than 50 per cent since 1970, with the 
majority of new jobs created being part time. The growth in small business has created most 
of the new jobs since the end of the recession in 1992. The small-business sector now 
employs over half of all private-sector employees.'! While some traditional primary and 
manufacturing sectors have declined, the services sector has grown, particularly in the 
hospitality, tourism, advice and information areas.!* A similar situation has also occurred in 
the structure of the employment sectors in New Zealand. These occupational changes are 
illustrated in tables 12.4 and 12.5, which indicate the ten fastest growing and fastest 
shrinking occupation groups in Australia over the last decade. 


. able 12.4 The ten fastest growing occupation groups in Australia, 1986/87 to 


1995/96 

Change between 1986/87 and 1995/96 
Occupation group Number of workers (000) % change 
Personal service workers 102.8 91.3 
Business professionals 143.6 89.9 
Medical and science technical officers and technicians 18.4 85.8 
Misc. professionals 21.5 58.8 
Social professionals 26.0 51.2 
Data processing and business machine operators 39:5 49.6 
Other teachers and instructors 39.9 48.8 
Managing supervisors (other business) 36.5 43.8 
Tellers, cashiers and ticket salespersons 50.9 42.5 
Receptionists, telephonists and messengers 68.8 41.8 


Source: Australian Bureau of Statistics (1997), Australian Social Trends 1997, Cat. No. 4102.0, p. 97. 


Because occupation influences the clothes people wear, the cars they drive and the foods 
they eat, products that serve the white-collar worker have experienced greater growth in 
demand than those targeted at the blue-collar worker. Differences in consumption between 
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is able 12.5 ~The ten fastest shrinking occupation groups in Australia, 1986/87 


to 1995/96 

Change between 1986/87 and 1995/96 
Occupation group Number of workers (000) % change 
Misc. clerks -70.8 —41.3 
Construction and mining labourers =26:1 —-19.0 
Metal fitting and machine tradespersons —19.4 => 
Machine operators = 2007 —13.0 
Farmers and farm managers gas pe aa 
Stenographers and typists =22.0 =0.0 
Stationary plant operators =5.9 —8.0 
Engineering and building associates and technicians =6.3 =/7 
Printing tradespersons -1.8 —4.4 
Other metal tradespersons —4.4 —4.0 


Source: Australian Bureau of Statistics (1997), Australian Social Trends 1997, Cat. No. 4102.0, p. 97. 


occupational classes have been found for products such as beer, cake mixes, soft drinks, 
detergents, dog food, shampoo, hair spray and paper towels. These implications are 
discussed in more detail in Chapter 17. 


Education 


The level of education in Australia and New Zealand continues to rise. The percentage of 
the population aged 25 and over having completed high school is increasing, while the 
percentage with some high school education, or primary school education only, is 
decreasing. The apparent retention rate, or the percentage of students from a given group 
undertaking further years of study, has also increased, with retention to year 12 in Australia 
increasing steadily from about 49 per cent in 1986 to 77 per cent in 1992. 

However, since 1992 retention rates have fallen, and the figure was only 71 per cent in 
1996.'° On a state-by-state basis, year 12 retention rates were lowest in the Northern 
Territory and Tasmania, and highest in the Australian Capital Territory, Victoria and 
Queensland.'* However, the dropout rate remains high in disadvantaged populations. Also, 
the number of years of schooling completed does not always reflect education level 
accurately. According to the 1996 Australian Census, 6 per cent of the population was 
attending post-secondary educational institutions.!> 

As education levels increase, many changes in preference are expected to occur in the 
demand for beverages, cars, home computers and Internet access. Marketers will have to 
recognise the education level of target markets in order to reach and communicate with 
them effectively. 
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Conclusions on demographics 


As shown in the above discussion, demographics can have a major impact on the way 
marketers identify, target and communicate with their target audiences. Changes in gender 
roles, population size, age structure, workforce participation, education and income levels 
are important considerations for marketers when developing effective marketing strategies. 
In addition, as computerised databases increase marketers’ access to demographic data, 
demographics will increasingly drive marketing strategy. 


Changing Australasian values 


Observable shifts in behaviour, including consumption behaviour, often reflect underlying 
shifts in values. Therefore, it is necessary to understand the underlying value shifts in order 
to deal effectively with current and future behaviours. Accordingly, advertisements are often 
based on a society’s values, such as the need to preserve the environment and the emphasis 
on saving time and health. 

Exhibit 12.2 presents the authors’ views of how Australian and New Zealand values are 
changing. These are the same values that will be used to describe different cultures in 


E xmivis 12.2 Traditional, current and emerging Australasian values 


Self-oriented 


Active ECT Passive 
Material T CE Non-material 
Hard work 7 E C Leisure 


Postponed gratification T E c Immediate gratification 
Sensual gratification ¢ E ii Abstinence 
Humorous TCE Serious 
Environment-oriented 
Maximum cleanliness TCE Minimum cleanliness 
Performance a4 E C Status 

Tradition | Ea i) Change 

Risk taking T E C Security 

Problem solving T CE Fatalistic 

Admire nature E C T Overcome nature 


Other-oriented 


Individual a EG Collective 
Romantic L CE Non-romantic 
Adult T E ‘6 Child 
Competition ‘ieee 2 Co-operation 
Youth i C E Age 
Masculine T C E Feminine 


T = Traditional; E = Emerging; C = Current 
Source: M. Rokeach (1973), The Nature of Human Values, Free Press, New York. 
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Chapter 18. The information provided is based upon our subjective interpretation of 
background material examined. Therefore, Exhibit 12.2 represents some opinions only, and 
you should feel free to challenge these judgements. 

A number of classifications have been developed for values. One such classification 
distinguishes between instrumental values, which relate to ideal behaviour, and terminal 
values, which relate to preferred states of being. Among the instrumental values, 
competence, compassion, sociality and integrity all relate to specific types of behaviours. 
Likewise, terminal values can be further defined by a number of dimensions which can also 
be described in terms of ideal states.!° This classification is detailed in Table 12.6. 

The classification used in this book is simpler, and depends on whether the value relates 
to the individual (self-oriented values), his or her environment (environment-oriented 
values), or other people (other-oriented values). This classification will be described in more 
detail in Chapter 18. 


lee 12.6 Instrumental and terminal values 


Instrumental values Terminal values 
Competence Social harmony 
Ambitious World at peace 
Independent Equality 
Imaginative Freedom 
Capable National security 
Logical Salvation 
Courageous 
Personal gratification 
Compassion Social recognition 
Forgiving Comfortable life 
Helpful Pleasure 
Cheerful Accomplishment 
Loving 
Self-actualisation 
Sociality Beauty 
Polite Wisdom 
Obedient Inner harmony 
Clean Self-respect 
Accomplishment 
Integrity 
Responsible Security 
Honest Taking care of family 
Self-controlled Salvation 
Love and affection 
Mature love 


True friendship 


Personal contentedness 
Happiness 
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Self-oriented values 


Although this is less the case than in the past, there is substantial evidence that hard work 
is still highly valued by most Australians and New Zealanders. However, with the growth 
in unemployment in both Australia and New Zealand throughout the 1990s, the social 
problems experienced by the unemployed segment of the population is a constant reminder 
of the important source of self-esteem a job may represent for many people. In addition, 
statistics indicate that those with jobs are working longer hours. In 1996 over 28 per cent 
of employed men in Australia reported working 49 or more hours per week.!” 

Although the evidence is mixed, it appears that the desire for immediate gratification is 
lessening. However, personal-debt levels seems to indicate that many Australians and New 
Zealanders still value immediate gratification highly. Recent figures from the Reserve Bank 
of Australia indicate that Australians hold 7.3 million bank credit cards and 9.0 million 
charge, store and fuel cards with a market worth of $A68 billion.'® In addition, it is 
estimated that over 5 per cent of all Australian households are paying more than half of their 
income in loan repayments.!? 

A value similar to immediate versus postponed gratification is that of sensual gratification 
versus abstinence. Traditionally, the Australasian culture, modelled on the British one, 
prescribed that not only should gratification be postponed, but also those activities that 
delight the senses, such as eating, drinking, sex, and other activities that provide sensual 
bodily pleasure, should be abstained from or minimised. A more pervasive influence by 
Christian churches and strongly held religious beliefs also contributed to the pursuit of 
abstinence as a model of behaviour. 

Over time, however, particularly during the ‘liberation movements’ of the 1960s and 
1970s, this value changed. It became quite acceptable to do things simply because they ‘felt 
good’. 

Today, it appears that this value is shifting back in the more traditional direction, 
particularly with the spread of AIDS and the problems of drink driving and drug use. But 
people are still finding products that allow for and, in fact, encourage sensual gratification, 
as well as advertising themes that emphasise sensual gratification and provide a focus on 
serving oneself.7° 

In general, Australians and New Zealanders also retain a strong bias for action, a 
material orientation and a humorous outlook on life. Recent research has found that some 
segments of the Australian population are more optimistic than others about financial 
position, job security and future spending patterns. The 18-24 age group is the most 
optimistic about future income security, while the-over 55 age group is the least optimistic.?! 
Preliminary findings from the Middle Australia Project indicate that people are concerned 
about the following: the breakdown of family values, the effects of a consumer society on 
the family, and the isolation of the nuclear family from community and the support of the 
extended family.** (The Middle Australia Project is a three-year project, funded by the 
Australian Research Council, involving interviews with 400 families from Sydney, Brisbane, 
Adelaide, Melbourne and Canberra.) 


Environment-oriented values 


Environment-oriented values prescribe a society’s relationship with its economic, technical 
and physical environments. Australians and New Zealanders have traditionally admired 
cleanliness, change, performance, risk taking, and the conquest of nature. While this cluster 
of values remains basically intact, significant shifts are also occurring. 
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Our risk-taking orientation seems to have changed somewhat over time. There was an 
increased emphasis on security during the period from 1930 through the mid-1980s. This - 
shift was heavily influenced by the tremendous upheavals and uncertainties caused by the 
Depression and the Second World War, and the possible threat of nuclear destruction. 
However, risk taking remains highly valued. It appears to be regaining appreciation, as 
entrepreneurs, smaller firms and self-employment are all expected to generate desirable 
lifestyles. After the financial crash of 1987 and the recession in the early 1990s, there has 
been a shift back to a more cautious approach to ‘future building’. 

Traditionally, nature has been viewed as an obstacle both in Australia and New Zealand. 
The first settlers attempted to bend nature to their wants and desires. They felt that they 
should reshape nature to make a more perfect world. However, this orientation has shifted 
dramatically. Now people are more prone to admire nature, to co-exist with it, and to learn 
from it. This shift affects marketers and consumers in many ways. Studies have found that 
increasing numbers of Australians and New Zealanders are concerned about the 
environment. 

A 1996 study by the Australian Bureau of Statistics found that 44 per cent believed the 
perceived quality of the environment had declined over the previous decade.** The survey 
highlighted the finding that the people most concerned about the environment were aged 
between 35 and 44 years, women (except for issues of pollution and land degradation), 
people in professional occupations, those on higher incomes, and with tertiary education.** 

Marketers have responded with attempts to market environmentally sound products.7> 
Some of the results of this approach, called ‘green’ marketing, are described in Exhibit 12.3. 


xhibit 12.3. Response of ‘green’ marketing strategies by firms to increased 
consumer interest and concern with the environment 


>» Kmart stores now ‘highlight’ products that have improvements designed to ‘help prevent lasting 
environmental problems’. 


» Estee Lauder launched a complete line of cosmetics under the Origins label that is made of natural 
ingredients, is not tested on animals, and is packaged in recyclable containers. 


> Celestial Seasonings replaced its chlorine-bleached teabags with oxygen-bleached paper (chlorine-bleaching 
creates dioxin, a carcinogen that sometimes enters the groundwater around the pulp mills where the 
bleaching occurs). The new paper costs significantly more than the old. 


Note: 
Unfortunately, such environmental claims as ‘recyclable’ and ‘biodegradable’ do not have agreed-upon meanings. Some firms apply 
these and similar terms in a manner that is misleading. 
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Other-oriented values 


Other-oriented values reflect a society’s view of the appropriate relationships between 
individuals and groups within that society. Historically, Australia and New Zealand have 
been individualistic, competitive, romantic, masculine, youthful and parent-oriented 
societies. Several aspects of this orientation are undergoing change. 
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Children have always played an important role in Australasian society, although 
traditionally they were secondary to the adult members of the household. This orientation 
changed radically during the 20th century, particularly after the Second World War. 

The return to the importance of strong family values in the latter part of the 1990s reflects 
the emphasis marketers are placing on the relationships between parents and their children. 
Exhibit 12.4 shows how a print advertisement aimed at adults can use children to match 
current value orientations. 


xhibit 12.4 A child-centred appeal to match society’s value orientations 


Thousands of children have already reaped the children enrolied in the ASG programs are twice 
rewards and benefits of their parents’ foresight as likely to go on to post secondary education. 
in saving a few dollars a week for an ASG To find out more, simply telephone 1300 367 777 
scholarship. What’s more, figures show that or return the coupon below. 


Bike eee aK hwwi te nantes ate sAwa tan aed wee esesewe wa Saeidaoanace samanase cue saidusaucnenduskeawasucuusces 
{ wish to know how ASG's scholarship programs can help me plan my children’s future education. 

NAM C8 ccc ence SE 9 ee ee oe ee 

Address: 


Telephone NOs) gan. eS i (Boe 


Child’s Name: _ .... Date of Birth: ot 
Are you an existing ASG member? 1 ves Li No 


Send now to: Reply Paid 13, Australian Scholarships Group, 23-25 Hanover Street Oakleigh Victoria 3166 Laimatsiae | 


Traditionally, age was valued highly in almost all cultures. Older people were considered 
wiser than young people, and were therefore looked up to as models and leaders. This was 
less true in Australia or New Zealand, however, probably because characteristics such as 
physical strength, stamina, youthful vigour and imagination were required to transform a 
wilderness into a new type of producing nation. This emphasis on the value of youth 
continued as the evolution towards industrialisation occurred. Since the Second World War, 
it has increased to such an extent that products such as cars, clothing, cosmetics, and 
hairstyles seem designed for and sold only to the young! 

However, a slow reversal is occurring of this currently held value. Because of their 
increasing numbers and disposable income, older citizens have developed political and 
economic clout, and are beginning to use it. The chapter’s opening example highlights how 
marketers are responding to this shift in focus to the older age segments. Retirement 
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communities that exclude younger people are being developed in large numbers. Cosmetics, 
medicines and haircare products are being marketed specifically to older consumers. 
Middle-aged consumers now constitute a very large market segment, and this segment 
exhibits lifestyles distinct from those of the youth market. 

The emerging recognition of the traditional Aboriginal and Maori cultures is also 
contributing to this shift. In both of these cultures, respect for the elderly and a higher status 
granted to those with age and experience are the foundations of the tribal organisation. In 
addition, the influence of migrants from Europe and Asia to Australia and New Zealand, 
which has been felt for a long period of time, has also strengthened this attitude towards the 
aged. 

Australian and New Zealand societies, like most others, have long reflected a very 
masculine orientation. But this is changing, and the marketing implications of such changes 
are so vast that the next section of this chapter is devoted to this topic. 


Gender roles in Australian and New Zealand 
society 


In most developed economies, massive changes have been experienced over the past 20 years 
in terms of the different behaviours considered appropriate for males and females. 
Behaviours previously considered appropriate primarily for men have become acceptable for 
women too. 

Gender roles are ascribed roles. An ascribed role is a role based on an attribute over 
which the individual has little or no control. This can be contrasted with achievement roles, 
which are based on performance criteria over which the individual has some degree of 
control. Individuals can, within limits, select their occupational roles (achievement roles), 
but they cannot influence their gender (ascribed role). 

Researchers categorise women as having either a traditional or a modern orientation, 
based on their preference for one or the other of two contrasting lifestyles: 


1. Traditional: A marriage where the husband assumes the responsibility for providing for 
the family, and the wife runs the house and takes care of the children. 

2. Modern: A marriage where husband and wife share responsibilities for both—each 
works and shares homemaking and childcare responsibilities. 


A New Zealand study conducted in 1995 on the roles of men and women in society 
indicates that there are some changes occurring to these two views. The survey found that 
most New Zealanders (55 per cent) believed that a working mother can develop just as 
warm and secure relationships with her children as a mother who does not work. However, 
44 per cent believed that the family suffers when a woman has a full-time job.*° The study 
also found that only 23 per cent of New Zealanders believed it is a man’s job to earn money 
and a woman’s to look after the home and family. The research did find, however, that the 
responsibility for doing household task tends to follow traditional patterns, with women 
mainly responsible for cleaning, caring for sick family members and shopping, and men 
responsible for undertaking repairs around the house. However, over a third of couples are 
likely to share responsibility for shopping for groceries and caring for sick family 
members.*’ 
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Preliminary findings from ‘The Middle Australia’ project are that only 12 per cent of 
men and women still adhere to the traditional male breadwinner model, which is 
characterised by statements such as ‘It’s the man’s job to earn money while the woman’s 
job is to look after the home and the family’. The study also found agreement by the 
majority of people that ‘Married women have a right to work whatever the family 
situation’.?° 

A pattern has therefore been revealed that is typical of a changing value: growing 
acceptance of the value, but not for all aspects of it, as well as substantial resistance to the 
new behaviours by the more traditional groups. Some of the marketing implications of this 
value shift deserve more attention. 


Market segmentation 


Neither the women’s nor the men’s market is as homogeneous as it once was. Since the late 
1980s, research has found that the increasing participation rates of women in the workforce 
has resulted in changing perceptions, with women seeing themselves in terms of motivation 
towards work rather than simply as working or non-working. A study by Australian 
advertising agency Campaign Palace found that the two categories Modernist and Traditional 
for women’s self-perceptions, attitudes to each other and attitudes to working/not working 


reflected the following views:?? 


Self-perceptions 


Modernist Your workload is doubled. You're expected to be a superwoman. 
Traditional You feel uncomfortable socially, and especially around working mothers. 
Attitudes to each other 

Modernist You do have to make sacrifices if you work. 

Traditional You have some sense of independence away from the family and home. 


Attitudes to working/not working 
Modernist You have higher self-esteem, you're an individual in your own right. 


Traditional You create a better quality of family life. 


Men have also been undergoing changes in attitudes, in response to the changing role of 
women. Men are now describing their relationships with women differently to the way 
they did during the early 1980s—for example: ‘Whereas men previously tended to relate to 
their women as wives and accessories to their lives (along with the kids), they are now 
obliged to relate to women as people’, and ‘Roles have to be shared now, because the wife 
works. Husbands and wives have to work together as a team without one trying to be 
dominant ° 

What the research seems to indicate is the diverse nature of the adult female population. 
Marketers are now developing brand-positioning strategies for products and services that 
appeal to the women’s market. For example, the advertisement in Exhibit 12.5 targets 
women. 
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xhibit 12.5 Advertisement appealing to the women’s market. 
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Product strategy 


Many products are losing their traditional gender typing. Alcohol, cars, cigarettes, 
motorcycles and many other once-masculine products are now being designed with the 
woman in mind. For example, insurance companies and financial service providers are now 
targeting women directly. Car manufacturers are developing communication strategies that 
appeal to women either as individuals, or as more influential participants in the decision 
making process than before. Even computer companies and sporting accessories 
manufacturers are appealing to women as a viable market segment.’! 

Working women, and modern women in general, are taking a more active approach to 
leisure. Competitive sports, once primarily a male domain, are rapidly gaining popularity 
with women. This has opened substantial new markets for a wide variety of products, 
ranging from sports bras to special magazines. A study conducted in Victoria, Australia 
found that women represent the majority of participants in two of the ten main sports 
(tennis and netball). In three of the ten main sports (tennis, squash and golf), women were 
more likely than men to be regular participants.°* Companies such as Reebok are now 
producing shoes designed specifically for the female foot, and special shoes for popular 
women’s sports such as netball; top Australian female athletes such as Michelle Fielke, 
Cathy Freeman and Susie O’Neill are popular endorsers of a wide range of products.°? 

The working wife with a full-time job has a minimum of 40 hours a week less time to 
devote to household tasks and other activities than does a non-working wife. Shifting tasks 
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to the children and husband still detracts from the total ‘free’ time available to the family 
unit. Therefore, to working-wife families, convenience is a critical variable, often more 
important than price.°* Marketers are now designing appropriate advertising strategies, and 
repositioning their products to appeal specifically to working women. 

As mentioned earlier, as female roles have changed, so too have male roles. While most 
males do not share household chores equally with their employed spouses, they do spend 25 
per cent more time on such chores than men without employed wives. For instance, males 
are increasingly involved in the shopping process. As Figure 12.3 indicates, when men shop 
they tend to make the brand decisions for all except the most traditional household and 
cooking items. 


07 igure 12.3 Percentage of time the male in the household makes the brand 


decisions ‘always’ or ‘somewhat often’ when shopping 
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Source: Men in the Marketplace (1989), Rodale Press, Emmaus, PA. 


Marketing communications 


As gender roles have changed, both males and females have been increasingly fragmented 
into segments that require different communication strategies. More and more, advertisers 
and marketers are recognising that they need to develop communication strategies that 
appeal to the different groups in the women’s market. Since the attitudes of the stay-at-home 
and the working mothers are quite different, companies need to understand how to 
communicate their messages without insulting either the traditional or the modern female 
segment. 
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Nicholas Davie, managing director of Mojo Partners Sydney, advises that ‘... portraying 
the role of a mother in a commercial is fraught with danger as advertisers run the risk of 
alienating many mothers’.°° The agency’s Mums Mood study conducted in 1996 found that 
none of the mothers involved in the research felt that ‘they had time to decode a complex 
commercial—if the message did not grab them immediately their attention was lost’.*° 

Advertisers and marketers also need to reconsider the stereotyping of Australian males in 
the 1990s. A study by advertising agency Young & Rubicam Adelaide found that: 


the Australian macho ideal is not only unattainable, but also undesirable to many men. 
Advertising needs to talk to men in the way in which it has been talking to women. 
Men need to be portrayed as emancipated, capable of feeling all emotions, handling 
previously non-stereotypical male activities and relating easily to each other.*’ 


Retail strategy 


Males have different expectations and needs in terms of retail outlets. As male shoppers 
become increasingly involved in shopping for groceries, children’s clothes and so on, store 
layout, advertising, product assortments and salesforce training will need to adapt to their 
needs. Many retailers have already responded to this, in the following ways: 


» Supermarkets have increased space devoted to specialty departments particularly 
appealing to men, such as automotive supplies, hardware, and gardening equipment. 
Another appeal for the male shopper is later store hours. Many men interviewed said 
they hated crowds and preferred shopping at odd hours to avoid congested stores.?® 


» Department stores such as David Jones and Myer are implementing other strategies to 
attract more male shoppers. For example they are appealing to this segment by including 
men in their fashion parades and catalogues and by making the shopping experience 
more exciting. Myer’s sport departments provide shoppers with the opportunity to ‘test 
drive’ sporting equipment in-store on mini-golf courses, cricket pitches and basketball 
courts.°’ 


Not only husbands or partners, but also children, are becoming more involved in 
household activities. A study undertaken in the United States showed that over one-third of 
all teenagers shop once a week or more for family food in supermarkets. These teenagers 
spend 15 per cent of the family’s food budget, and make both product and brand 
decisions.*? As will be seen in Chapter 14, this trend is occurring in Australasia as well. The 
preferences of teenagers also need to be accommodated. 


Subcultures 


The Australasian population has numerous subcultures (also called microcultures). 
Aboriginal, Maori, Greek, Italian, Chinese, Polynesian, Vietnamese and other ethnic-based 
populations, as well as senior citizens, all constitute subcultures. As shown in Table 12.7, 
each of these subcultures is diverse in size, and some are projected to exhibit continued 
growth, while others may remain relatively constant or may decrease. The important point, 
however, is not their size, but the fact that they often have distinct needs. It is to these needs 
that marketers must be sensitive in order to serve best the interests of these consumer 
segments. 
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L able 12.7 Size of ethnic groups/Australasian subcultures—(a) Birthplace for Australian 
population (1996), (b) New Zealand population by country of birth, 1991 


(a) Australian population by country of birth 


Country Male Female Total number of people 
Australia 6 527 013 6700 763 13 227 776 
Canada It22 13 010 Zo. 132 
Chile 11 509 1231 23 820 
China (excluding Taiwan Province) 53 429 57 580 111 009 
Croatia 24 990 21 991 46 981 
Egypt 17 440 16 719 34 159 
Fiji 17 331 19 771 37 102 
Germany, Federal Republic of 53 805 56 526 110 331 
Greece 64 417 62 103 126 520 
Hong Kong 33 414 35 016 68 430 
Hungary 13 590 11673 25 263 
India 39 677 37 874 ii mee) 
Indonesia 21 926 22 249 44 175 
Ireland 26 620 24 849 51 469 
Italy 126 452 111 794 238 246 
Lebanon 36 539 ~33 685 70 224 
Macedonia, FYR of) 21 977 2072 22 42 199 
Malaysia 35 815 40 440 76 255 
Malta 26 689 24 190 50 879 
Netherlands 45 990 41 908 87 898 
New Zealand 147 494 143 894 291 388 
Philippines 32 326 60 623 92 949 
Poland 31 877 35 20 65 113 
Serbia and Montenegro, FYRs of ®) 4 844 4172 9 016 
Singapore 13 657 15 833 29 490 
South Africa 27 184 28 571 55: 755 
Sri Lanka 23 548 23 436 46 984 
United Kingdom”) 537 816 534 746 1 072 562 
United States of America 25 577 23 953i 49 528 
Vietnam 75 247 75 806 151 053 
Born elsewhere overseas “) 347 892 348 840 696 732 
Not stated 305 219 311 621 616 840 
Overseas visitor 65 798 73 796 139 594 
Total 8 849 224 9 043 199 17 892 423 


Notes: 


(a) FYR is an abbreviation of ‘Former Yugoslav Republic’. 
(b) Comprises England, Scotland, Wales, Northern Ireland, Channel Islands, Isle of Man, UK, Ireland (not further defined). 


(c) Includes ‘inadequately described’, ‘at sea’ and ‘not elsewhere classified’. 
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(b) New Zealand population by country of birth, 1991 


SSRI tacicacictaee-cueeeacerammammunmmenanmeaneare sae srere pee a a NY Se a ee a Se a ee eee eer ee 


New Zealand 2 312032 
British Isles 239 157 
Pacific Islands (including Tonga) 98 037 
Australia 48 738 
Other Asia 46 038 
Cook Island Maori 26 935 
Netherlands 24 276 
India 9 459 
China D222 
USA 8 451 
South Africa 5 655 
Germany 5 394 
Other countries 26 211 
Not stated 34 577 
Total 3 394 182 


Source: Australian Bureau of Statistics (1997), 1996 Census of Population and Housing, Australia, Cat. No. 2015.0, p. 38; Statistics New 
Zealand, 1991 Census of Population and Dwellings, Wellington. 


A subculture is a segment of a culture that shares distinguishing patterns of behaviour. 
There are two important features in this definition. First is the emphasis placed on 
distinguishing patterns of behaviour. For a group to constitute a subculture, its members 
must share behaviours that differ from those of the larger or dominant culture of a society. 
Therefore a group unique in skin colour, religion or nationality of origin will constitute a 
subculture only if its members exhibit distinctly different behaviour patterns. 

A second important point is that members of a subculture are also members of the larger 
culture. As illustrated in Figure 12.4, members of a subculture generally have more 
behaviours that coincide with those of the larger culture than behaviours that differ from it. 
In fact, society is composed of a vast number of subcultures, and an individual may exist 
simultaneously in more than one microculture. For example, older Aborigines (those 65 
years and over) would belong to both the indigenous subculture and a subculture 
characterised by age (senior citizens). 


Subcultures based on race 


The major subcultures based on race in Australasia include Maoris, Aboriginals and Torres 
Strait Islanders, and Asians. In 1996, 2 per cent of the Australian population were identified 
as Aboriginal and Torres Strait Islanders, with over 80 per cent of the indigenous population 
living in New South Wales, Queensland, Western Australia and the Northern Territory.*! In 
1996, over 520 000 people in the New Zealand Census identified with the Maori ethnic 
group, which comprises 14.5 per cent of New Zealand’s population.*? 
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S, igure 12.4 Subcultures—many of the behaviours of the dominant culture as 
well as a set of unique behaviours 


Behaviours common 
to all members 
of a culture 


Dominant 
culture 


Asian 
subculture 


Behaviours unique 
to specific 
subcultures 


Indigenous 
subculture 


Senior 
citizen 
subculture 


C) Shared behaviours 
) Unique behaviours 


Asian-Australasians are being recognised as an increasingly important market segment. 
However, this is a very heterogeneous population, consisting of more than 25 distinct ethnic 
groups. These groups typically have distinct languages, histories, cultures, and purchasing 
patterns. There are also sharp differences within each group, based in particular on length 
of residence in Australia or New Zealand. Asian-Australasians therefore represent a cluster 
of target markets that is difficult to target as a whole. 

In 1996, of all people in Australia born overseas, 22 per cent were born in Asian 
countries. Five of the top 12 birthplace groups were from Asian countries; the Vietnamese 
population was Australia’s largest Asian group, followed by Hong Kong and Macau, 
Malaysia and the Philippines, as shown in Table 12.8.*2 

In New Zealand, the changes occurring in country of birth between the censuses of 1986 
and 1991 also indicate major increases in the number of residents born in Asia. The number 
of persons born in China increased from 4900 in 1986 to 9200 in 1991, an increase of 86.5 
per cent, with additional increases observed from other Asian countries, including Hong 
Kong, Malaysia, the Philippines, Taiwan and Thailand.“4 


Subcultures based on nationality 


Nationality forms a basis for a subculture when members of that nationality group identify 
with it and base at least some of their behaviours on the norms of the national group. In 
Australia, Italians, Poles, Irish, Koreans, Vietnamese, Greeks and Chinese constitute 
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L able 12.8 Growth in major birthplace groups in Australia, 1976-1996 
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Major birthplace groups (1996) 1976 (000) 1996 (000) Change 1976-1996 (000) 
UK and Ireland 1 166.7 1 207.6 40.9 
New Zealand 90.1 297.5 207.4 
Italy 291.1 258.8 Sola 
Yugoslavia®) 151.2 186.2 35.0 
Vietnam 2.5 149.9 147.4 
Greece 162.1 144.6 15 
Germany 112.8 118.9 6.1 
China 20.1 103.4 83.3 
Hong Kong and Macau 8.9 938.0 89.1 
Netherlands 97.1 97.3 0.2 
Malaysia 19.9 96.1 76.2 
Philippines 5.8 94.7 88.9 
Other 707.9 1 356.0 648.1 
Total overseas born 2 836.2 4 209.0 1 372.8 
MESB?) 1 318.4 1 661.2 342.8 
NESB© 1 517.8 2 547.8 1 030.0 
Notes: 


(a) Former Yugoslav republics. 
(b) Main English-speaking countries 
(c) Non-English-speaking countries 


Source: Australian Bureau of Statistics (1997), Australian Social Trends 1997, Cat. No. 41020.0, p.13. 


important national subcultures. In New Zealand, Samoans, Dutch, Fijians and Irish 
constitute some of the nationality-based subcultures. 

This subcultural influence tends to be strongest where a significant number of the group 
members are geographically grouped together—for instance, Italians and Greeks are 
gathered in Melbourne and Adelaide, and Vietnamese mainly in Sydney and Brisbane. Both 
the consumption situation and the individual’s degree of identification with the ethnic group 
affect the degree of influence the subculture will have.* 

Each of these subcultures has unique traditions and behaviours that are a potential 
influence on product preferences and consumption behaviour. Therefore, marketers can 
often find opportunities to serve their unique needs. 


Subcultures based on age 


The senior-citizen market is a subculture that exists because of an age difference. While age 
alone is not necessarily important, people in this age group typically take on unique 
behaviours and lifestyles that directly impact their preference for, and consumption of, 
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products. However, it is important to recognise that there are subsegments within this 
subculture.*® For example, one way to classify this subculture is shown below: 


the pre-old (usual age range is 55—64 years) 

the young old (usual age range is 65—74 years) 

the middle old (usual age range is 75—84 years) 

the old old (usual age range is 85 years and older)*’ 


VV VV 


Australasian marketing managers need to recognise that the older population is far from 
homogeneous in its needs and lifestyle expectations. A study by AMR:Quantum in 1994 
found that the over-50s control 75 per cent of Australia’s assets and account for half of total 
consumer spending power. But they are not easy to reach by marketers, since the needs and 
behaviours of a 55-year-old are different from those of a 70-year old.*® This subculture is 
often referred to as WOOFIES (‘well-off older folk). According to some market researchers, 
the way to reach this market is to appeal with convenience, security, old-fashioned values, 
comfort and sociability.*” The recent McDonald’s campaign showing two over-50s enjoying 
an icecream at McDonald’s was commended for portraying this segment in a positive light. 

The 1996 census found that the over-50s represent almost 26 per cent of Australia’s 
population, and will grow as the baby-boom generation moves further into middle age. The 
situation is similar in New Zealand, with the number of elderly (those aged 65 years and 
older) estimated to grow by 126 per cent from 1994 to 2031.°° 

Table 12.9 highlights the population projections for aged persons in Australia from 1996 
to 2041, and aged persons in New Zealand from 1996 to 2051. 


L able 12.9 Population projections for aged persons (65 years+) in Australia 


and New Zealand 1996-2051 


Year Australia New Zealand 
1996 2 204 000 430 000 
2001 2 389 000 458 000 
2011 2 989 000 543 000 
2021 4 055 000 717 000 
2031 5 112 000 940 O00 
2051 6 370 000 1 150 000 
Note: 


Figures for New Zealand based on assumptions of ‘medium’ fertility and ‘medium’ mortality, with long-term annual migration of 5000 per 
annum. Figures for Australia based on assumptions for ABS Series C data. 
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Source: Australian Bureau of Statistics 1996, Projections of the Populations of Australia, States and Territories, 1995-2051, Cat. 
No. 3222.0, p. 132; Statistics New Zealand (1997), New Zealand Official Yearbook 1997, p. 126; Statistics New Zealand (1997), 
New Zealand Resident Population Projections— 1996 base-2051, October. 


The media habits of the aged subculture are important for marketers. Older consumers 
watch a lot more television than younger segments and, to a lesser extent, than middle-aged 
segments. In Australia, people over 55 view television for an average of four hours and 26 
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minutes a day, compared to the national average daily viewing time of three hours and 14 
minutes.°' People over 55 are also likely to spend more time reading newspapers, but 
probably listen to the radio less often than people under 65. They are also less likely to read 
magazines. What they watch and read also differs from that chosen by younger consumers. 

Marketing successfully to segments of the senior market has the same requirements as 
marketing to any other segment. A complete marketing mix must be built around the needs 
and consumption patterns of the targeted segment. 

In the same way as older consumers may require special attention, the youth market also 
presents some opportunities to those who understand and can interpret the requirements of 
this group. This young age group is known for its sensitivity to social factors, with fashions 
and conformism playing a great part in purchase decision making. Some marketers even 
recommend the substitution of ‘rap sessions’ for the usual focus groups in order to identify 
new trends and to gain the appropriate vocabulary for effective communication.>? 

Amongst the young, one segment, nicknamed ‘Young Optimists’, seems interested in 
style, new technology and career opportunities. Members see themselves as middle to upper 
class and, if in employment, like to be consulted rather than directed. They believe in self- 
determination and see large companies as essential to Australia’s economic future. They look 
forward to moving from home into their own flats, and enjoy travelling and overseas 
experiences.>4 

The message for marketers is to recognise that teenage attitudes and fashions change 
quickly. Since this market is more sophisticated than it was in the past and is accustomed to 
technology, the ‘boredom factor’ sets in quickly, so marketers have to update and freshen 
the images of their products continually. 


eames 
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Australasian society is described in part by its demographic make-up, which includes a population’s 
size, distribution, and structure. The structure of a population describes the population in terms of 
gender, age, income, education and occupation. Because individuals differ in their needs and in their 
preferences for products that fulfil their needs, population demographics have been, and continue 
to be, important variables for market segmentation and the management of marketing programs. 

Population demographics are not static, however. At present, the rate of population growth is 
slowing, average age is increasing, the east coast of Australia and the northern parts of New 
Zealand are growing in population, and the workforce contains more women and white-collar 
workers than ever before. 

Australian and New Zealand societies have changed their value orientations, and will continue 
to change as new values emerge. In terms of those values that influence an individual's 
relationships with others, Australasians are slightly less individualistic than in the past. There is also 
substantially less masculine orientation now than in the past. Greater value is being placed on 
older persons and on co-operation, and families appear to be returning to a parent-centred 
orientation. 

Values that affect the relationship to the environment have become somewhat less performance 
oriented and less oriented towards change and risk taking. There is more of a tendency to want to 


co-exist with nature. 
continues... 
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Self-oriented values have also undergone change. In particular, work is generating respect as an 
end in itself. Except for the older segments of the population, less emphasis is being placed on 
sensual gratification, and people seem to be more inclined to delay rewards than in the recent past. 

One aspect of Australasian society that has undergone dramatic change in the past 20 years is 
the role of women. Roles are prescribed patterns of behaviour expected of a person in a situation. 
Gender roles are ascribed roles based on the sex of the individual rather than on characteristics the 
individual can control. In contrast, an achievement role is based on performance, over which an 
individual has some degree of control. 

A subculture is a segment of a culture whose members share distinguishing patterns of behaviour. 
Because unique needs and preferences often exist within subcultures, marketers of many products 
may find marketing opportunities in serving their specialised needs and preferences. Members of 
subcultures are also members of the broader culture, which means that, though they differ in some 
behaviours, most behaviours coincide with the predominant culture. 

Although a subculture can often be identified on the basis of race, nationality or religion, other 
subcultures exist on the basis of age, geographic location, gender and social class. Marketing 
managers are interested in subcultures only to the extent that these groups influence the 
consumption process for their products. 

Asians, though a very heterogeneous group, are emerging as a major target market due to their 
growth rate and high achievement levels. Senior Australasians, like the other subcultures, are 
heterogeneous. However, age groups may exist that are viable market segments due to their unique 
needs and substantial size. 


Key terms 


demographics terminal values 

population structure environment-oriented values 
population distribution other-oriented values 
buying-power index ascribed role 

cohort effects achievement role 
instrumental values subculture 
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You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services, and to see how they are responding in their marketing 
activities to the changes occurring in Australasian society. The Australian Bureau of Statistics and Statistics 
New Zealand Websites offer a range of useful statistical information that can be downloaded. 


Australian Bureau of Statistics http://wwwstatistics.gOv.au 
Coca-Cola http://www.ccamatil.com 
Ford http://www.ford.com.au 
Nissan http://www.nissan.com.au 


Statistics New Zealand http://www-stats.govt.nz 
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Revie questions 


What are demographics? 

What trends characterise the size of the Australian or New Zealand population? 

What trend(s) characterise the geographic distribution of the Australian or New Zealand 
population? 

What trend(s) characterise the age distribution of the Australian or New Zealand population? 
Why is population growth an important concept for marketers? 

What trend(s) characterise the level of income in Australia or New Zealand? 

What trend(s) characterise the Jevel of education in Australia or New Zealand? 

What trend(s) characterise the occupational structure of Australia or New Zealand? 

What is a cultural value? Are cultural values shared by all members of a culture? 

Do Australasian cultural values provide explicit guides to specific behaviours? Explain. 

What is meant by other-, environment- and self-oriented values? 

Describe the current Australian or New Zealand culture in terms of the following values: 


a. Individual/Collective. k. Problem solving/Fatalistic. 

b. Performance/Status. |. Admire nature/Overcome nature. 

c. Tradition/Change. m. Adult/Child. 

d. Masculine/Feminine. n. Postponed gratification/Immediate gratification. 
e. Competition/Co-operation. o. Sensual gratification/Abstinence. 

f. Youth/Age. p. Humorous/Serious. 

g. Active/Passive. q. Romantic/Non-romantic. 

h. Material/Non-material. r. Cleanliness. 

1. Hard work/Leisure. 


. Risk taking/Security. 

What is a gender role? 

How does an ascribed role differ from an achievement role? 

What is happening to male and female gender roles? 

Are housewives a homogeneous group with respect to future work plans, spending patterns and so 
on? Explain your answer. 

What are some of the major marketing implications of the changing role of women? 

What is a subculture? When are subcultures important to marketing managers? 

Are subcultures homogeneous? 


Ned 


Decucian questions 


Which demographic shifts, if any, do you feel will have a noticeable impact on the market for the 
following products in the next ten years? Justify your answer. 

a. Expensive wine. c. Magazine readership. 

b. Mountain bikes. d. Encyclopaedias. 

e. Waterbeds. 

Given the shift in population age shown in Exhibit 12.1, name five product areas that will face 
increasing demand, and five that will face declining demand. 

Will the increasing median age of our population affect the general ‘tone’ of society? In what ways? 
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What marketing strategy implications can be based on the relationship between perceived and actual 
age, shown in Figure 12.2? 

Describe additional values you feel could (or should) be added to Exhibit 12.2. Describe the 
marketing implications of each. 

Pick three values about which you feel the authors of this text were most inaccurate in their 
description of current Australasian values. Justify your answers. 

Pick three values about which you feel the authors of this text were most inaccurate, in their 
description of emerging Australasian values. Justify your answers. 

Pick three values you feel are undergoing the most rapid rate of change. How will these changes 
affect marketing practice? 

Which values are most relevant to the purchase and use of the following products? Are they currently 
favourable or unfavourable towards the ownership of these products? Are they shifting at all? If so, 
is the shift in a favourable or unfavourable direction? 

a. Superannuation contribution. d.. Acar. 

b. A mountain bike. e. A sports car. 

c. A washing machine. 

Do you believe Australians’ or New Zealanders’ concern for the environment is a stronger value than 
their materialism? 

Do you think housewives may become ‘defensive’ or ‘sensitive’ about not having employment 
outside of the home? If so, what implications will this have for marketing practice? 

Name five products that are now primarily associated with the: 

a. Male role, but will increasingly be used by females. 

b. Male role, and will not be used increasingly by females. 

c. Female role, but will increasingly be used by males. 

d. Female role, but will not be used increasingly by males. 

Examine each of the major subcultures described in this chapter. Do any of them constitute a unique 
market segment for the following products? Justify your answer. 

a. Mountain bikes. d. Sports cars. 

b. Diet soft drinks. e. Superannuation contributions. 

c. Internet access. 

Referring to senior citizens as a subculture, list five characteristics they have in common with the 
main culture, and five characteristics unique to them. 

If you have lived in a different region of the country, describe some of the variations in consumption 
patterns between that region and the region you are currently in. 


Project questions 


Interview a salesperson at a bicycle shop and obtain a description of the ‘average’ purchaser in 
demographic terms. Will the demographic shifts predicted in the text increase or decrease the size of 
this average-purchaser segment? 

Interview a salesperson about the following products. Ascertain the interest shown in these products 
by males and females. Determine whether males and females are concerned with different 
characteristics of the products, and whether they have different purchase motivations. 

a. Mountain bikes. d. Computers. 

b. Compact disc players. G2 2Pets: 

c. Sports cars. f. Insurance. 
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Interview ten male and ten female students. Ask each to describe a typical owner or consumer of the 
following products. If they do not specify, ask for the sex of the typical owner. Then probe to find out 
why respondents think the typical owner is of the sex they indicated. Also determine the perceived 
marital and occupational status of the typical owner, and the reasons for these beliefs. 


a. A dog. d. A sports car. 
b. Cigarettes. e. A compact disc player. 
C. “Beer 


Examine a magazine directed at males, such as GO, one oriented towards upper-income females, such 
as Vogue, and one oriented towards lower-income females, such as New Idea. Do the sex roles 
portrayed in the advertisements differ for these three magazine types? If so, speculate on the reasons 
for this. 

Interview a salesperson who has been selling the following products for at least five years. Ascertain 
if the salesperson has noticed a change in the purchasing roles of women over time. 

a... /Purmiture. c. Men’s suits. 

b. Wedding rings. dan Cars: 

Interview a career-oriented ‘workwife’ and a traditional housewife of a similar age. Report on 
differences in attitudes towards shopping, products and so forth. 

Find one advertisement you think is particularly appropriate for the different female market segments. 
Copy or describe each advertisement, and justify its selection. 

Interview three members of one of the following subcultures. Identify the main ways, if any, in which 
their consumption-related behaviours are unique because of their membership of that subcultural 
group. 

a. Aborigines. c. Asians. 

bee. Maori. d. Senior citizens. 

Visit the Australian Bureau of Statistics or Statistics New Zealand Websites to obtain data on trends 
in religious affiliation, and describe one or more unique consumption patterns associated with a 
religious subculture with which you are familiar. 
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ifestyle 


Chapter objectives 


When you have worked through this chapter, you should understand: 


> 
> 


> 
> 


the nature of lifestyle 


how the consumption of products and services contributes to maintaining and/or 
enhancing a particular lifestyle 


how various internal, external and situational factors influence a particular lifestyle 
how lifestyle is measured 


what psychographics means, and how it is used to understand consumer lifestyle 
and consumption behaviour 

how lifestyle and psychographics are used in market segmentation to develop 
marketing strategies 


13.1 


13.2 SECTION TOUR EXTERNAL INFLUENCES 


s consumers’ lifestyles change, so does their need for different products and services. 
The following example illustrates this. 

A study called Future Food has reviewed some of the key changes over the past 20 years 
in the way in which Australians regard and consume food. It has also highlighted some of 
the likely changes that will take place in the next ten to 20 years. 

Much of the report is based on consumer research groups conducted for Nestlé and Kraft 
Foods, as well as secondary research and discussions with various food manufacturers, 
marketers, nutritionists and researchers, including Woolworths, Milk Marketing NSW, 
Hugh Mackay, the CSIRO and QUF Industries. The study’s author, Gawen Rudder, has 
identified several key characteristics of food marketing in the 1990s, including the increasing 
popularity of chilled and prepared foods, the continuing pressure on the time that people 
have for preparing food, and increasingly widespread consumer knowledge about health 
and nutrition. Ethnic cuisines such as Chinese and Italian have also become part of 
mainstream cooking, and Rudder says that stronger flavoured cuisines such as Cajun, 
Caribbean and African are beginning to become more popular. 

Recent changes in the food buying and eating habits of Australians have been shaped by 
technology, work patterns and social habits—examples for each of these factors, 
respectively, are the spread of the use of microwave ovens, the growth of the fast-food 
industry, and the popularity of ethnic cuisines. Women are still the main preparers of food, 
but they are under pressure: the proportion of mothers who work outside the home has 
grown, from 42 per cent in the 1970s to 47 per cent in the 1980s to 66 per cent today. This 
has led to increased interest in convenient products. 

Convenience is an important element in the food business, but the consumer of the 1990s 
wants easy, quick foods that are partially prepared and also healthy, such as the products 
sold by Lenard’s Poultry, and partially prepared salads and vegetables sold by supermarkets. 
Parents also want healthier snack products for their children. Uncle Toby’s identified this 
trend in the late 1980s and early 1990s and responded with products such as Le Snak and 
Roll Ups, and more recently marketers of yogurt and processed fruit have followed its lead.! 
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Lifestyle determinants Lifestyle. Impact on behaviour 
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* Demographics Le * Activities * How 
° Social class | * Interests * When 
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- Personality | ¢ Attitudes * What 
* Emotions * Consumption 7 * With whom 
- Values : * Expectations 
* Household life cycle | * Feelings Consumption 
* Culture 
* Past experiences * Where 
| ¢ With whom 
* How 
* When 
* What 
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As the introduction to this chapter showed, changes in the types of products and services 
wanted are a result of changes in consumer lifestyle. Lifestyle is the expression of the 
individual’s situation, life experiences, values, attitudes, and expectations; this chapter will 
examine the concept of lifestyle, and the role it plays in developing marketing strategies. 
Also included in this chapter are ways in which lifestyle can be measured, and examples of 
how lifestyle is being used to develop well-targeted marketing programs. 


The nature of lifestyle 


Lifestyle is defined simply as how the individual lives. It is a function of inherent individual 
characteristics that have been shaped and formed through social interaction as the individual 
moves through the life cycle. Therefore, lifestyle is influenced by those external factors discussed 
in other chapters of this book, such as values, demographics, social class, reference groups and 
family, as well as individual characteristics such as motives, emotions and personality. 

Individuals and households both have lifestyles. While household lifestyles are in part 
determined by the individual lifestyles of the household members, the reverse is also true. 

The individual’s desired lifestyle influences his or her needs and attitudes and, therefore, 
purchase and use behaviour. It determines many of the consumption decisions which, in 
turn, reinforce or alter lifestyle. Lifestyle is viewed as central to the consumption process, as 
shown in Figure 13.2. 


Ss, igure 13.2 Lifestyle and the consumption process 
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Lifestyle analysis can be used by marketers to throw more light on specific areas of 
consumers’ lives. Firms often conduct lifestyle studies that focus on those aspects of 
individual or household lifestyles most relevant to their particular products or services. A 
second approach, is to examine the general lifestyle patterns of a population. 

Consumers are seldom explicitly aware of the role lifestyle plays in their purchase 
decisions. For example, few consumers would think, ‘I will buy X-brand instant coffee to 
maintain my lifestyle.” However, individuals pursuing an active lifestyle might purchase this 
brand because of its convenience, since time is important in an active lifestyle. Therefore, 
lifestyle frequently provides the basic motivation and guidelines for purchases but generally 
does so in an indirect, subtle manner. 

Of course, some products and marketing strategies focus on a more explicit recognition 
of a particular lifestyle. The advertisement for the Volvo 850 shown in Exhibit 13.1 
illustrates this strategy by appealing to individuals with an active lifestyle. 


xhibit 13.1 Using a lifestyle-oriented approach to product positioning 


— NO CHILDREN. NO LABRADOR. WHY ON EARTH © 
WOULD THEY DRIVE A VOLVO 


Perhaps performance 
is the reason, The 1996 
Volvo 850 series is here; # 
and the popular $50 SE 
model is now powered by 
an even more responsive 
2.5 lirre, 20 valve engine. 


Then there’s the T-5 


se BIO series. Sedans frans $47,930" Sportstoagans from $49,950" 


model with power ratings 
as high as 166kW and acceleration of spark of the solid commonsense attitude 
0-100 km/h in just 7.4 seconds. that once marked all Volvo drivers? 
Or is it the advanced roadholding and We can but live in hope. 
superb braking ENJOY LIFE 
thar make the : 
Volvo 850 such 
an outstanding 
point to point car? Or the fact that all 850s ‘ 
are equipped with four air bags? 
Or could it simply be that, under this 
white-water rafting, experience-secking, 


free-wheeling exterior, there burns a tiny 


This chapter will discuss the measurement of lifestyles, describing several lifestyle 
segmentation approaches—VALS 2, and Australian systems such as the ‘Values’ segments 
developed by Roy Morgan Research. Geo-lifestyle approaches such as PRIZM and 
GeoVALS, used in the United States, will also be discussed. With developments in 
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technology as the Internet creates global markets, the final section will describe the work on 
developing lifestyle systems of on-line users such as iVALS, and country-specific measures 
such as Japan VALS, China SCAN and India SCAN, as well as some of the global consumer 
studies available for marketers who are targeting consumers internationally. 


Mi easurements of lifestyle 


Attempts to develop quantitative measures of lifestyle were initially referred to as 
psychographics. In fact, ‘psychographics’ and ‘lifestyle’ are terms frequently used 
interchangeably. Psychographic research attempts to place consumers on psychological, as 
opposed to purely demographic, dimensions. Psychographics originally focused on 
individuals’ activities (behaviours), interests and opinions. The initial measurement 
instrument was an AIO (activities, interests, opinions) inventory. This type of inventory 
consists of a large number of statements (often as many as 300) with which large numbers 
of respondents express a degree of agreement or disagreement. Table 13.1 lists some of the 
components of the AIO inventory. 


L able 13.1 Several components of AIO questionnaires 


Activities Interests Opinions 
Work Family Themselves 
Hobbies Home Social issues 
Social events Job Politics 
Holidays Community Business 
Entertainment Recreation Economics 
Club membership Fashion Education 
Community Food Products 
Shopping Media The future 
Sports Achievement Culture 


While they are a useful addition to demographic data, marketers found the original AIO 
inventories too narrow. Now psychographics or lifestyle studies typically include the 
following: 


» Attitudes: evaluative statements about other people, places, ideas, products etc. 

» Values: widely held beliefs about what is acceptable and/or desirable. 

» Activities and interests: non-occupational behaviours to which consumers devote time 
and effort, such as hobbies, sports, community service and religion. 

» Demographics: age, education, income, occupation, family structure, ethnic background, 
gender and geographic location. 
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» Media patterns: the specific media that consumers utilise. 
» Usage rates: measurements of consumer consumption within a specified product 
category. Often consumers are categorised as heavy, medium or light users, or non-users. 


A large number of individuals, often 500 or more, provide the above information. 
Statistical techniques are used to place them in groups.’ Most studies use the first two or 
three dimensions described above for grouping individuals. The other dimensions are used 
to provide more complete descriptions of each group. Other studies include demographics 
as part of the grouping process. 

As illustrated in Figure 13.3, lifestyle measurements can be constructed with varying 
degrees of specificity. At one extreme are very general measurements dealing with general 
ways of living. At the other are measurements that are product or activity specific.* For 
example, a manufacturer of floor tiles could include items on home entertainment, the 
behaviour and role of children in the home, pet ownership, use of credit, interest in fashion 
etc. The value of such lifestyle information in relation to a particular target market is easy 
to understand. Analysis of general or ‘product-free’ lifestyles can be used to discover new 
product opportunities, while brand-specific lifestyle analysis may help with repositioning 
existing products. 


Ss, igure 13.3. Continuum for lifestyle measurements 


Measurements focused 
on purchase and consumption 
of product category or 
specific activities 


Measurements 
focused on 
purchase and 
consumption 


Measurements at 
a very general 
level 


Very general 
Very specific 


During the 1990s, several consumer lifestyle studies have been conducted in Australia and 
New Zealand; these have described consumers in terms of their attitudes, opinions, media 
habits and product ownership, and have identified specific segments that can be targeted 
with different products and services.° By incorporating characteristics of consumers’ 
lifestyles as well as demographics, these studies provide a more comprehensive portrait of 
the different market segments. 


The VALS lifestyles 


One of the applications of lifestyle and psychographic research most frequently used by 
marketing managers is the Stanford Research International’s (SRI) Value and Lifestyles 
(VALS) program. Introduced in 1978, VALS provided a systematic classification of 
American adults into nine distinct value and lifestyle patterns.° Despite its widespread use, 
however, many managers found it difficult to work with. For example, VALS classified 
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about two-thirds of the US population into two groups, which made the other seven groups 
too small to be of interest to many firms. In addition, both the maturing of the American 
market during the 1980s and VALS’ heavy reliance on demographics reduced its utility.” 

For these reasons, SRI introduced a new system in 1989, VALS 2.8 VALS 2 has more of 
a psychological base than the original, which was more activity and interest based. The 
psychological base is an attempt to draw upon relatively enduring attitudes and values. 
These are measured by 42 statements, with which respondents are required to state a degree 
of agreement or disagreement. Some of these statements follow: 


a ee ea ee Re ee ee ee en eee ae 
| am often interested in theories. 

| often crave excitement. 

| liked most of the subjects | studied in school. 

I like working with carpentry and mechanical tools. 

| must admit that | like to show off. 

| have little desire to see the world. 

I like being in charge of a group. 


VVVVVVYVY 


| hate getting grease and oil on my hands. 
a et a a cl ee eae aE nag oe eee ee ea oOo et oe Ra 


The questions are designed to classify respondents along a dimension termed self- 
orientation. SRI has identified three primary self-orientations: 


» Principle-oriented: these individuals are guided in their choices by their beliefs and 
principles rather than by feelings, events or a desire for approval. 

» Status-oriented: those heavily influenced by others’ actions, approval and opinions. 

» Action-ortented: risk takers, desiring social or physical activity and variety. 


These three orientations determine the types of goals and behaviours that individuals will 
pursue. Self-orientation serves as one of VALS 2’s two dimensions. 

The second dimension, termed resources, reflects the ability of individuals to pursue their 
dominant self-orientation. It refers to the full range of psychological, physical, demographic and 
material means on which consumers can draw. Resources generally increase from adolescence 
through middle age, and then remain relatively stable until they begin to decline with older age. 

Based on these two concepts, SRI has identified eight general psychographic segments, as 
shown in Figure 13.4. Exhibit 13.2 describes each of the eight segments. 

The VALS 2 program appears to share some of the shortcomings of the original program. 
Several concerns about the program are listed here: 


» VALS 2 are measures of individuals, but most consumption decisions are household 
decisions, or are heavily influenced by other household members. 

» Few individuals are ‘pure’ in terms of self-orientation. While one of the three themes 
identified may be dominant for most individuals, the degree of dominance will vary, as 
will the orientation that is second in importance. 

» The types of values and demographics measured by VALS 2 may be inappropriate for 
particular products or situations. Product- or activity-specific lifestyles may provide 
more useful information. For example, VALS 2 seems most useful for important or ego- 
involving purchases. Would it work as well for the purchase of laundry detergent? 


13.8 SECT PON PO UR EXTERNAL INFLUENCES 


5, igure 13.4 VALS 2 lifestyle system | 


Abundant resources 
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Struggler 


Minimal resources 


Source: SRI International. 


Exnivi 13.2 VALS 2 Segments 


Actualisers 


Actualisers are successful, sophisticated, active, ‘take-charge’ people with high self-esteem and abundant 
resources. Image is important to Actualisers, not as evidence of status or power, but as an expression of their 
taste, independence and character. Actualisers have a wide range of interests, are concerned with social issues, 
and are open to change. Their possessions and recreation reflect a cultivated taste for the finer things in life. 


Fulfilleds and Believers: principle-oriented 


Principle-oriented consumers seek to make their behaviour consistent with their views of how the world is or 
should be. 


continues... 
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Fulfilleds are mature, satisfied, comfortable, reflective people who value order, knowledge and responsibility. 
Most are well educated and in (or recently retired from) professional occupations. Fulfilleds tend to base their 
decisions on strongly held principles and consequently appear calm and self-assured. Fulfilleds are conservative 
and practical consumers—functionality, value and durability are important in the products they buy. | 

Believers are conservative, conventional people with concrete beliefs based on traditional, established codes: 
family, church, community and the nation. They follow established routines, organised in large part around 
their homes, families and the social or religious organisations to which they belong. 


Achievers and Strivers: status-oriented 


Status-oriented consumers make choices to enhance their position or to facilitate their move to another, more 
desirable group. 

Strivers look to others to indicate what they should be and do, whereas Achievers, more resourceful and 
active, seek recognition and self-definition through achievements at work and in their families. 

Achievers are successful career- and work-oriented people who like to, and generally do, feel in control of 
their lives. They are deeply committed to work and family. Work provides them with a sense of duty, material 
rewards and prestige. Their social lives reflect this focus and are structured around family, church and career. 
Image is important to them; they favour established, prestige products and services that demonstrate success 
to their peers. 

Strivers seek motivation, self-definition and approval from the world around them. They are striving to find a 
secure place in life. Unsure of themselves and low on economic, social and psychological resources, Strivers are 
concerned about the opinions and approval of others. Money defines success for Strivers, who don’t have enough 
of it and often feel that life has given them a raw deal. Strivers are easily bored, and impulsive. They emulate 
those who own more impressive possessions, but what they wish to obtain is generally beyond their reach. 


Experiencers and Makers: action-oriented 


Action-oriented consumers like to affect their environment in tangible ways. Makers do so primarily at home 
and with constructive activity, Experiencers in the wider world, through adventure and vivid experiences. 

Experiencers are young, vital, enthusiastic, impulsive and rebellious. They seek variety and excitement, 
savouring the new, the offbeat and the risky. At this stage of their lives, they are politically uncommitted, 
uninformed and highly ambivalent about what they believe. Experiencers combine an abstract disdain for 
conformity with an outsider’s awe of others’ wealth, prestige and power. Their energy finds an outlet in 
exercise, sports, outdoor recreation and social activities. Experiencers are avid consumers, and spend much of 
their income on clothing, fast food, music, movies and videos. 

Makers are practical people who have constructive skills and value self-sufficiency. They live within a 
traditional context of family, practical work and physical recreation, and have little interest in what lies outside 
that context. Makers are politically conservative, suspicious of new ideas and respectful of government 
authority, but resentful of government intrusion on individual rights. They are unimpressed by material 
possessions other than those with a practical or functional purpose (e.g. tools, fishing equipment). 


Strugglers 


Strugglers’ lives are constricted. Chronically poor, ill-educated, low-skilled, without strong social bonds, elderly 
and concerned about their health, they are often resigned and passive. Their chief concerns are for security 
and safety. Strugglers are cautious consumers. They represent a very modest market for most products and 
services, but are loyal to favourite brands. 
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In 1995, SRI conducted an on-line version of the VALS 2 questionnaire, and expanded it 
with additional Internet-specific questions. SRI’s aim was to investigate how psychographic 
systems such as VALS 2 could be useful in helping on-line users to identify content of 
interest, and in identifying how content providers and advertisers could better understand 
their potential audiences.’ 

Through extensive research involving contributions from consumer behaviour, 
psychology, marketing, psychometrics and personality theory, SRI has developed an updated 
version of VALS 2.!° Exhibit 13.3 provides sample questions from this survey. Individuals 
can complete the survey on-line and quickly receive a response that identifies the VALS 
segment they belong to (relative to the United States population); they are also given a list 
of options for exploring the kinds of media, products and services that appeal to their own 
VALS type. (The Web address is listed at the end of this chapter.) 


E xnivis 13.3 On-line VALS 2 


I am interested in theories. 
mostly disagree somewhat disagree somewhat agree mosily agree 


| like outrageous people and things. 
mostly disagree somewhat disagree somewhat agree mostly agree 


I like a lot of variety in my life. 
mostly disagree somewhat disagree somewhat agree mostly agree 


| love to make things | can use every day. 
mostly disagree somewhat disagree somewhat agree mostly agree 


! follow the latest trends and fashions. 
mostly disagree somewhat disagree somewhat agree mostly agree 


Just as the Bible says, the world was literally created in six days. 
mostly disagree somewhat disagree somewhat agree mostly agree 


| like being in charge of a group. 
mostly disagree somewhat disagree somewhat agree mostly agree 


Source: SRI Consulting, “What is Your VALS 2 Type?’ [http://future.sri.com/vals/survey.html]. 


This survey now includes a psychographic analysis of the Internet’s population using 
VALS 2. More details on the VALS 2 application to Internet use are supplied on page 13.18. 
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‘Values’ segments system 


Lifestyle research over the last 10 years in Australia has culminated in the development of 
a series of lifestyle segments called ‘Values’, which have revealed the existence of 10 groups 
in Australia. Each segment is defined by grouping similar answers to questions, ranging 
from issues of religion, role of women and life goals to attitudes to new things. The size of 


the segments change as values shift.'’ A profile of the ten lifestyle segments is provided in 
Fable. 1322. 


ys able 13.2 The ten lifestyle ‘Values’ segments 


Young Optimism (7%) This group comprises students and young professionals who are career oriented—they are 
ambitious, are progressive thinkers, and tend to be active people who participate in sports, travel, music and 
socialising activities. 


Socially Aware (11%) Australians in this top socio-economic group are both early adopters and influencers who 
are socially active, community minded and progressive. They need lots of information before making a purchase 
decision. 


Something Better (9%) Competitive and ambitious, they seek the better things in life, often extending their budget 
by using credit to display images of their success. They seek more power, improved status and security. 


Visible Achievement (15%) Career and success-motivated people who work for stimulation and financial reward. 
Family focused, this value segment seeks quality and value for money. 


Look at Me (14%) Younger, unsophisticated and active people, who are highly conscious of image and fashion. 
Self-centred and peer-driven, they spend 100% of what they earn. 


Conventional Family Life (10%) Younger families whose lives centre around marriage and raising a family. They 
strive to build homes and to improve their family’s standard of living. They enjoy spending time with friends and 
family. 


Traditional Family Life (18%) Australia’s largest group aged 50 plus, with grown-up families and contented home 
lives. They enjoy spending time with grandchildren, are financially secure and want community respect. 


Real Conservatism (5%) Mature people who hold conservative social, moral and ethical values and like a safe, 
ordered and predictable society. They are asset rich, income poor. 


A Fairer Deal (7%) This group contains unskilled and semi-skilled workers aged less than 35 years. They tend to 
be blue-collar people with financial insecurity, which creates a pessimistic view of life. 


Basic Needs (4%) Older, mainly retired people, who hold conservative moral, social and religious values and 
look for security and control of their lives. Their reduced expectations of life are in line with their reduced 
income. 


Source: Based on Morgan Research and Horizons Network (1997), ‘The Relationships Australians Have with Media’, Sydney. 


13.12 SECTION FOUR 


EXTERNAL INFLUENCES 


Marketers can use this lifestyle approach to target the opinions, attitudes and values of 
consumers in each group. They can do so by selecting the most appropriate content for 
fostering buying intentions.!* For example: 

Although all Australians use money every day, some Values segments contain better 
prospects for financial services. One in seven personal-loan borrowers are Something Betters. 
One-quarter of those with between A$50 000 and A$100 000 in the bank are Traditional 
Family Life. Three groups account for nearly half of all credit card users: Visible Achievement 
(18 per cent), Traditional Family Life (16 per cent) and Socially Aware (13 per cent).!° 

Marketers can also identify the most effective media for reaching these different groups. 
In Table 13.3, consumer ratings of media by Values segments give a comparison of 
newspapers, television and radio. The table highlights, for example, the fact that newspapers 
are rated by 58 per cent of all segments as the best retail advertising medium. 


L able 13.3 


Total 


Consumer ratings of various media by Values segments 


Tradi- Conven- 

tional _ Visible tional Some- A Young Real 

Family Achieve- Look Family Socially thing Fairer Opti- Conser- Basic 
Life ment At Me Life Aware’ Better _ Deal mism vatism Needs 


Most credible/authoritative coverage 


Newspapers 374 
TV 36.7 
Radio 16.9 


Best local-level news 
Newspapers 65.0 
TV 12.8 
Radio 18.8 


Widest variety of topics 
Newspapers 38.5 


56.3 38.1 42.3 28.8 50.7 32.0 26.6 46.3 42.5 27.) 
37.3 33.9 38.6 46.6 72 44.0 B20 Saad Zoal 56.9 
WZ2 18.2 9.9 15.4 24.3 20.6 23.6 10.2 12.2 8.6 


70.7 Ted2 54.6 59:2 7231 65.3 46.5 62.0 55.8 54.7 
LS 10.6 17.0 17.9 2.5 0.5 229 15.9 28.4 19.4 
13.9 14.7 255) 16.1 22.0 20:5 24.8 21.9 4.4 24.1 


3/3 45.0 30.8 40.4 52.4 20:3 16.5 43.4 41.1 33.3 


TV 39.5 41.8 40.0 39.6 40.3 23.2 46.7 49.5 45.1 36.2 40.7 
Radio 14.0 14.6 6.3 18.5 13.7 17.1 18.1 10.5 7.0 20.2 21.6 
Best retail advertising 

Newspapers 58.0 sl 63.4 52.8 58.1 65.5 55.3 71.4 41.6 77.4 56.0 
TV 19.2 16.5 21.5 21.9 16.6 10.2 S13 8.7 25.0 20.7 21:2 
Radio Zo 1.3 1.6 2.9 az 3.6 1.4 7.8 0.0 0.0 0.0 
Sensationalises news the most 

Newspapers 15.7 14.9 13.0 16.5 16.7 o2 27.4 19.4 92 26.1 16.4 
Fv 68.1 72:5 71.6 63.3 66.1 73.4 47.0 69.8 74.0 60.1 75.8 
Radio 3.0 1.6 4.2 apr 3.1 1.9 1.4 6.7 0.0 0.0 5.8 
Lead to a better world without it 

Newspapers 6.6 10.6 2.4 6.0 9.1 6.1 8.9 0.0 0.0 4.4 11.6 
TV 59.7 54.5 59.4 60.6 76.1 51.1 62.0 61.7 50.2 87.0 58.9 
Radio 1.8 1.8 0.2 3.1 1.5 1.3 0.0 9.4 0.0 0.0 6.9 
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Geo-lifestyle analysis 


People with similar cultural backgrounds, means and perspectives naturally gravitate 
toward one another. They choose to live among their peers in neighbourhoods offering 
affordable advantages and compatible lifestyles. 

Once settled in, people often emulate their neighbours. They adopt similar social values, 
tastes and expectations. They exhibit shared patterns of consumer behaviour toward 
products, services, media and promotions. !* 

Analyses of this type are known as geo-demographic analyses. They focus on the 
demographics of geographic areas based on the belief that lifestyle, and therefore 
consumption, is largely driven by demographic factors, as described above. The geographic 
regions analysed can be quite small, using postcodes and the Census Collector Districts 
(averaging about 300 dwellings). Such data are used by numerous consumer goods 
marketers for target-market selection, promotional emphasis, etc. 

GeoVALS is a geographical overlay of the VALS system. It provides individual 
segmentation for each of the 35 000 five-digit postcodes in the United States. This 
segmentation tool can be used by companies to position new products and services, increase 
media audiences, and select retail- and business-site locations. Exhibit 13.4 shows the 
distribution of VALS types in a well-known US postcode, compared to the national average. 


E xmivis 13.4 Distribution of VALS type by geographic location 
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Beverly Hills CA 90210 
Type Locality density National average 
Actualisers 36.5% 9.8% 
Fulfilleds 21.9% 11.0% 
Believers 5.5% 16.5% 
Achievers 21.5% 15.6% 
Strivers 2.4% 13.8% 
Experiencers 7.3% 11.8% 
Makers 2.8% 10.8% 
Strugglers 2.1% 10.7% 


Source: SRI Consulting ‘GeoVALS’ [http://future.sri.com/vals/geoVALS.index.html]. 


PRIZM system 


In the United States, some firms have taken geo-demographic analysis and have 
incorporated it with extensive data on consumption patterns. Claritas introduced the 
PRIZM lifestyle segmentation system in the early 1970s. 
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The PRIZM system uses US census data to divide the numerous demographic and lifestyle 
variables into six broad categories: social rank, household composition, mobility, ethnicity, 
urbanisation and housing; these are used to develop the 62 basic neighbourhood distinct 
types, or ‘clusters’. Some of these clusters are illustrated in Exhibit 13.5. 


E xnivis 13.5 From S1—Elite suburbs to R3—Rustic Living: some of the 
62 PRIZM clusters 


S1-ELITE SUBURBS 


The five clusters of group S1, the nation’s most affluent social group, rank in the first and second deciles of 
Claritas’ education and affluence scale. Group S1 is concentrated in major metro areas, with over 90% of total 
households in the top 25 TV markets. The S1 clusters share high income, education, investment and spending 
levels. Despite low incidence levels, groups 1 and 2 share high index concentrations of wealthy Asian and Arabic 
immigrants. Beyond these shared patterns, there are marked differences. 


01 Blue Blood Estates_ Elite Super-Rich Families 


America’s wealthiest suburbs are populated by established executives, professionals and heirs to ‘old money’. 
They are accustomed to privilege and live in luxury, often supported by servants. A tenth of this group are multi- 
millionaires. The next affluence level is a sharp drop from this pinnacle. 

Elite (01) Age Groups: 35-44, 45-54, 55-64, Dominant White, High Asian 


02 Winners Circle Executive Suburban Families 


As its name implies, cluster 2 is second in American affluence. Typified by ‘new money’, members live in 
expensive new mansions in the suburbs of major metros. They are well-educated, mobile executives and 
professionals with teen-aged families. They are prolific spenders who enjoy global travel. 

Wealthy (02) Age Groups: 35-44, 45-54, 55-64, Dominant White, High Asian 


03 Executive Suites Upscale White-Collar Couples 


Cluster 3 describes yesterday's ‘Young Influentials’, who are en route to becoming tomorrow's ‘Winner's Circle’. 
Many have married, and moved into condos or starter homes. Unique for S1, this cluster is above average in 
numbers of pre-school kids. Although they rank well below ‘Winner’s Circle’ in affluence, they are as well- 
educated, ambitious and competent; they’re just ten years younger. 
Affluent (8) Age Groups: 25-34, 35-44 Dominant White, High Asian 


04 Pools and Patios Established Empty Nesters 


Older, established couples in executive, professional, sales and communication fields make up cluster 4. Since 
many have reached their ‘golden’ post-child years, there is a high index for dual income, which in turn support a 
rich, busy life of travel, leisure activities, and entertainment. 

Affluent (9) Age Groups: 45-54, 55-64, 65+ Dominant White, High Asian 


05 Kids and Cul—de-Sacs Upscale Suburban Families 


Close to ‘Executive Suites’ and ‘Pools and Patios’ on all affluence measures, cluster 5 is ranked first of all 62 PRIZM 
clusters in married couples with children, and large, 4+ person families. Since ‘family’ governs its lives and 
activities, ‘Kids and Cul-de-Sacs’ is a noisy mix of bikes, dogs, carpools and sports. 

Affluent (10) Age Groups: 35-44, 45-54 Dominant White, High Asian 


continues... 


CHAPTER 13 LIP ESTEE 13.15 


R3—-RUSTIC LIVING 


The five clusters of social group R3 describe thousands of remote country towns, villages, hamlets and 
reservations scattered across the USA. With two clusters in the eighth, two in the ninth, and one in the tenth 
affluence deciles, they are neither affluent nor destitute. In fact, since the five R3 clusters have lower-middle 
incomes and their cost of living is minimal, they are a promising market. As a group, they tend to be older, 
married, mobile home-dwellers who work in labour-related occupations. 


58 Blue Highways Moderate Blue-collar/Farm Families 


On most maps, the interstates are red and the old highways blue. Cluster 58 follows these remote roads through 
our mountains and deserts, and along the coasts and lake shores. These are R3’s youngest neighbourhoods, with 
its largest families, and the most children. They hunt and fish, love country music, camping, and attending ‘tractor 
pulls’. 

Lower Middle (47) Age Groups: 35-44, 45-54 Dominant White 


59 Rustic Elders Lower-Income, Older, Rural Couples 


Cluster 59 is the third most elderly cluster in America, with the lowest incidence of children in group R3. It covers 
the nation, but is concentrated in the Great Plains and along the west coast. Although the lifestyle is pure country, 
the high indices for country clubs, power boats, sailboats, volleyball and health walks are surprising. 

Lower Middle (48) Age Groups: 65+, 55-64 Dominant White 


60 Back Country Folks Remote Rural/Town Families 


Cluster 60 is centred in the Eastern uplands along a wide path from the Pennsylvania Poconos to the Arkansas 
Ozarks. Anyone who visits their playgrounds in Branson, MO or Gatlinburg, TN can attest that these are the most 
blue-collar neighbourhoods in America. Centred in the ‘Bible Belt’, many ‘Back Country Folks’ are hooked on 
Christian and country music. 

Lower Middle (53) Age Groups: 55-4, 65+ Dominant White 


61 Scrub Pine Flats Older African-American Farm Families 


Cluster 61, the most geo-centric of all the clusters, is found mainly in the coastal flatlands of the Atlantic and Gulf 
states, from the James to the Mississippi rivers. These humid, sleepy rural communities, with a mix of blacks and 
whites, live in a seemingly timeless, agrarian rhythm. 

Poor (55) — Age Groups: 55-64, 65+ Dominant Black 


62 Hard Scrabble Older Families in Poor Isolated Areas 


‘Hard Scrabble’ means having to scratch a living from hard soil. Cluster 62 describes our poorest rural areas, which 
reach from Appalachia to the Colorado Rockies, and from the Texas border to the Dakota badlands. The highest 
indices for Native Americans, mining occupations and chewing tobacco are in ‘Hard Scrabble’. 

Poor (58) Age Groups: 55-64, 65+ Dominant White 


Source: Claritas (1996), Summary Lifestyle Descriptions—Cluster Narratives, New York, pp. 1, 15. 


As shown in Figure 13.5, these types of data can be very useful for developing and 
targeting marketing strategies that focus on these areas. The data can assist marketers in 
their strategic marketing, retail targeting, media strategy, direct mail campaigns and site 
location. 
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S. igure 13.5 Combining census data and neighbourhood geography to cluster 
the US population into 62 groups 


Building PRIZM clusters 


Census demographics 
& Claritas updates 


Social A 
rank HH composition Housing 


Urbanisation Mobility 


Data analysis 


Neighbourhood 
geography 
Tracts 
Area’ 
code+4s Carrier routes 


Consumer 
behaviour data 


Automotive Magazines 


Real estate. Credit 


Direct marketing 


Expenditures 


PRIZM lifestyle clusters 


Claritas has developed a range of segmentation tools, including Claritas Dimensions, 
ClusterPlus 2000, PSYCLE (financial services targeting) and Wealthwise with customised 
tools such as TelePRIZM (designed for telemarketers), and Workplace PRIZM (which 


profiles a market’s working population). 
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Unlike the VALS 2 typology, PRIZM does not measure values or attitudes (though 
information is available on the distribution of VALS 2 types within each geographic area 
covered by PRIZM). It is primarily driven by demographics, with substantial support from 
consumption and media-usage data. This analysis is used in the United States and Canada 
by many Fortune 500 firms.!> 


| nternational lifestyles 


Marketing is increasingly becoming a global activity. If there are discernible lifestyle 
segments that cut across cultures, marketers may be able to develop cross-cultural strategies 
for these segments. Although language and other differences exist, individuals pursuing 
similar lifestyles in different cultures could be responsive to similar product features and 
communication themes. 

Roper Starch Worldwide is a research company that has released a 1997 Global 
Consumer Study providing information on consumer attitudes, values, lifestyles and 
behaviours throughout the world. Conducted among 35 000 consumers between 13 and 65 
years of age in 35 countries worldwide, the study includes personal values, purchase 
influences and intentions, shopping habits, media usage and leisure habits. Participating 
countries are from Western and Eastern Europe, Africa and the Middle East, the Americas 
and the Asia-Pacific region, and include Australia, Indonesia, Malaysia, Hong Kong, China 
and Singapore. 

Marketers also need to keep watch on changing values and lifestyles in markets that are 
important to them. For example, Japan is an important export market for Australia, and 
companies need to respond to changing lifestyles in this market. The Japan VALS developed 
by SRI is a segmentation system developed specifically for the purpose of understanding 
Japanese consumers.!° 

Japan VALS was designed to explain and model social change in Japan—not only 
changes in institutions and ideas, but also changes in consumer markets and media. The 
system divides Japanese society into segments based on two key consumer attributes: life 
orientation, and attitudes to social change. Life orientation encompasses what interests 
the individual most, and includes life goals, occupational duties and recreational 
interests. 

Japan VALS identified four primary life orientations—Traditional Ways, Occupation, 
Innovation and Self-expression. Each orientation provides a life theme around which 
activities, interests and personal goals are developed. Intersecting these life orientations, 
attitudes to change stratify the society into distinct layers. The change-leading segments are 
found in the outermost layers of society, while the change-resisting segments are located at 
the centre.!’ Figure 13.6 illustrates these segments, and Exhibit 13.6 provides a brief 
description of each of the 10 segments. 

Marketers are now able to access lifestyle research from other non-Western markets, 
thanks to the introduction of measurement tools such as China SCAN and India 
SCAN. These systems measure the changing consumer values and attitudes in these 
markets./8 In the light of the emerging role of these economies, such studies are 
invaluable for international marketers, particularly those operating from Australia and 
New Zealand. 
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07 igure 13.6 Japan VALS segments 
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Innovator segments show a distinct and individualistic self-concept, high levels of 
involvement and activity in areas of personal interest, and enthusiasm for innovations. 


Adapter segments tend to follow the trends started by the innovators in their interest 
areas, but at moderate levels of involvement and activity. 


Pragmatic segments show slightly below-average involvement and activity, flexible 
behaviour, few distinct interests, and avoidance of risk. 


Sustainers show low levels of activity, a focus on the past, and resistance to social change 
and innovations. 
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With the growing level of interest in and activity on the World Wide Web, marketers have 
become interested in the demographic and psychographic profiles of Internet users. Many of 
the large research firms throughout the world have developed a range of surveys for 
collecting information about this potential new market. 

However, given the pace at which this new technology is being diffused throughout the 
marketplace, and in the light of uncertain predictions about the size of the user population 
and characteristics of users, the findings of many of these surveys should be viewed with 
caution. What is certain, however, is that the next five years will witness an enormous 
growth in on-line services, which marketers will need to watch closely. 

iVALS is the result of SRI’s research into developing a psychographic analysis of VALS 
2 types in terms of their behaviour on the Internet. This segmentation system has 
identified ten distinct groups, ranging from the Wizards, who are the most active and 
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E xnivis 13.6 Brief profile of the ten Japan VALS segments 


Integrators (4%) Highest on the measure of innovation, these consumers are active, inquisitive, trend-leading, 
informed and affluent. They travel frequently and consume a wide range of media—print, broadcast, niche and 
foreign. 


Self-Innovators (7%) and Self-Adapters (11%) Score high on the measure of Self-expression. Both these groups 
desire personal experience, fashionable display, social activities, daring ideas and exciting, graphic entertainment. 


Ryoshiki Innovators (6%) and Ryoshiki Adapters (10%) Score highest on the measure of Occupations. Education, 
career achievement and professional knowledge are their personal focus, but home, family and social status are 
their guiding concerns. 


Tradition Innovators (6%) and Tradition Adapters (10%) Score highest on the measure of Traditional Ways. These 
consumers adhere to traditional religions and customs, prefer long-familiar home furnishings and dress, and hold 
conservative social opinions. 


High Pragmatics (14%) and Low Pragmatics (17%) Do not score high on any life-orientation dimension. They are 
neither very active nor well informed; they have few interests and seem flexible about, or even uncommitted to, 
their lifestyle choices. 


Sustainers (15% of the population) Score lowest on the Innovation and Self-expression dimensions. Lacking 
money, youth and high education, these consumers dislike innovation and are typically oriented to sustaining the 
past. 


Source: SRI Consulting (1996), ‘A Portrait of Japan in Change’, [http://future.sri.com/vals/jVALS.index.html]. 


skilled of Internet users and represent about 6 per cent of the population, to the most 
recent adopters of the Internet—the Immigrants, who represent about 16 per cent. Figure 
13.7 depicts these ten segments. The questionnaire completed on-line provides a range of 
statements to which respondents state a degree of agreement or disagreement, such as the 
following: 


The Internet is not safe for purchases or financial transactions. 
I like to relax with a good book or magazine. 

I sometimes crave excitement. 

I’ve met many new people through the Internet. 

I don’t use computers for my leisure activities. 

I spend a lot of time on the Internet. 

I often use on-line ‘chat’ services. 

The Internet is an indispensable source of information. 

The Internet is often frustrating or confusing. 


VVVVVVVVY 


A description of the main characteristics of each of the ten iVALS segments follows. The 
descriptions have been adapted from SRI Consulting. 
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07 igure 13.7 The iVALS segmentation 
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Source: SRI Consulting (1995), Internet VALS, Menlo Park, Calif. [http://future.sri.com/vals/iVALS.index.html] 


Wizards 


Wizards are the most active and skilled Internet users. Computers are a key aspect of their 
lifestyles, and mastery of technology figures prominently in their identity. More than 80 per 
cent of Wizards have been on the Internet for three or more years. Although they report 
meeting many new people during their years on-line, it is likely that such friendships often 
stay virtual. That is, Wizards are not necessarily seeking to meet people in the traditional 
sense. Rather, their sociability appears to be a byproduct of their heavy involvement in 
many aspects of Net culture. 

Wizards are nearly all males—and relatively young, with a median age of less than 30. 
Despite their age, however, many work as computer technicians, professors, middle managers, 
consultants or industry analysts, and therefore earn a medium to high household income. 

They are a prime target for sophisticated technical information, beta test software, 
authoring tools, computer and software industry conferences and trade shows, and other 
computer-related professional or product communications. They like software with lots of 
options, and enjoy climbing a learning curve if this leads to interesting new abilities. 


Pioneers 


Pioneers are a generally positive and active user segment. They spend a lot of time on the 
Internet, read and post to conferencing systems such as Usenet frequently, and are high 
users of www retail sites. With the strongest recreational orientation of any group, Pioneers 
immerse themselves heavily in cyberspace. An exception to this immersion is their general 
disdain for chat-like social role playing or sexual flirtation. As with the Surfers, they are 
enamoured of the Internet as a medium—a medium that they can handle proficiently. 
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Consisting mostly of males, with a wide spread in age and low household incomes, 
Pioneers include computer technicians, professionals and graduate students. They are a key 
target for ‘Web-culture’ content and ‘Best-of’ editorial selections, especially when these help 
the Pioneers to locate unique Web presences. Anything that pushes the boundaries of the 
Web as a medium is of high interest to these savvy cybervoyagers. 


Upstreamers 


Upstreamers are something of Internet generalists. Like Mainstreamers, they approach the 
Net as a resource for the pursuit of personal and career interests, although these interests 
can vary widely from one individual to the next. However, Upstreamers differ from 
Mainstreamers in that they are significantly more involved in and enthusiastic about 
Internet use. Compared to Mainstreamers, they spend much more time on the Internet, have 
a higher number of personal e-mail accounts and e-mail-list subscriptions, and are more 
frequent users of on-line or Internet classified ads. 

Upstreamers have relatively broad user profiles: they are familiar and comfortable with 
computers without being technically expert; comfortable with on-line activity without being 
highly attracted to it; somewhat drawn to the social aspects of the Internet, but also 
interested in exploring the Net independently. This segment is heavily male, and tends to be 
younger than the Internet population as a whole. The group includes scientists, consultants 
and sales and marketing staff, and it shows less of an academic and more of a business 
orientation than the Mainstream group. Upstreamers are a prime target for highly 
personalised on-line services, particularly when these services can bridge very different 
content areas or professional communities. With their broad interests, Upstreamers are 
likely to fall between rather than within the conventional content categories. 


Socialites 


Socialites are strongly oriented towards the social aspects of the Internet. As such, they tend 
to be prominent participants in on-line discussions, and they often have multiple, well- 
developed on-line personae. Although more experienced on the Internet than the group most 
similar to them, the Sociables, they are not as positive about cyberspace as the Sociables are. 
To an increasing degree, Socialites have witnessed the dilution of many of their favourite 
social venues with the continual arrival of newbies, and they often find themselves retreating 
to more private venues. 

Socialites have typically experimented with role playing, flirting, flaming, and other forms 
of on-line social play. Most have come through this experimentation with a more limited 
and stable social presence and a selection of favourite venues and social partners, or have 
elaborated their on-line identities almost to the level of costume drama. 

Having a strong entertainment focus, Socialites own a lot of games or multimedia, 
especially those for adults. They are the youngest segment (median age is under 30), with 
medium to low household income. They include above-average numbers of computer 
technicians and students. Because of their high involvement in technology and fantasy and 
their youth and modest income, Socialites are not necessarily a lucrative consumer segment 
for traditional on-line businesses. 


Workers 


Workers take a very utilitarian view of the Internet. With the lowest average per-month 
personal on-line charges, Workers bill almost all their on-line activities and computing to 
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their universities or employers. Most have more than two personal e-mail accounts, and 
read and post to conferencing systems such as Usenet several times a week. Fewer than one- 
third subscribe to on-line services, and they watch less TV than the Internet population 
average. 

Workers allocate their valuable time carefully, limiting sharply the time they spend on the 
Internet to essential work administration, information acquisition and productivity tasks. 
They can feel quite frustrated or stressed on-line, and are highly intolerant of on-line 
misconduct or frivolity. Although they have a relatively high technical command of the 
Internet, Workers focus their skills on specific tasks and information. The Internet is not 
rewarding to them for its social contacts or technical play. 

Workers are heavily male, with middle to upscale household incomes. They include 
consultants, undergraduate and graduate students, computer technicians, professors and 
teachers—they have some of the most information-intensive occupations. This segment is 
prime for editorial information summaries, particularly within research or industry 
categories, and information delivered in forms (such as e-mail) that can be transferred easily 


to print or to text archives. 


Surfers 


Surfers are a rapidly learning but technically modest segment: comfortable on-line, active on 
the Internet, and very much leisure oriented. Overall, they rate the Internet positively—so 
much so that they are willing to pay more money out of their own pockets for Internet 
services than is any other segment, probably because much of their activity is clearly 
recreational in nature. Because of multiple personal on-line subscriptions, Surfers typically 
have two or more e-mail accounts. Yet they are among the least likely to indulge in the role- 
playing, flaming, or fantasy identities that cyberspace allows, and they are quite negative 
about chat venues and what goes on there. 

The oldest Internet segment in age, and with one of the highest average household 
incomes, Surfers include retired professionals, middle managers, consultants, professionals 
and scientists. They are the highest subscribers to on-line services, tend to rely on 1-800 
technical support, are the highest users of mail catalogues and www retail sites, and have 
watched noticeably less television since they discovered the Internet. 

Surfers are the most eager to learn more about the Net, and they spend more time 
surfing the Internet than most other segments. They are enamoured not just with 
information, or with people, or with work, but with the Web medium itself. They are a 
key target for ‘Web-culture’ content and ‘Best-of’ editorial selections, especially when 
these help Surfers to locate expressively unique Web presences. Anything that pushes the 
boundaries of the Web as a medium is of greatest interest to these still-learning 
cybervoyagers. 


Mainstreamers 


Mainstreamers have evolved a pattern of Internet usage that fits their work and personal 
requirements on-line, and goes no further. Although they frequently connect from work, 
Mainstreamers are not entirely work focused. Indeed, many spend a significant time just 
surfing the Internet. But they feel relatively comfortable on the Internet already, so they 
aren’t motivated to invest a lot of effort to expand their on-line skills or Web exposure. They 
see the Internet as a tool—a relatively impractical tool at that—and always put their 
personal ends before the technological means. 
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With above-average household incomes, high education; and occupations such as 
computer technician, scientist, professional, senior manager and graduate student, the 
Mainstreamers are one of the most intellectually trained and capable of the iVALS segments. 
But many of their professional interests do not include computers or the Internet, and some 
of their on-line activities are clearly personal rather than work related. As a result, they are 
an interesting target for ‘consumer Internet’ services in that they are likely to take their Net 
usage home for, say, an effective banking or shopping service. In other words, although 
Mainstreamers are not technology-for-technology’s sake people, they do not have a bias 
against new technology if it shows promise with enhancing their lifestyles. 


Sociables 


The Sociables’ strongest orientation is towards the social aspects of the Internet. Compared 
to the group most similar to them, the Socialites, Sociables gravitate towards the less 
structured venues—for example, they show higher interest in chat rooms than in conferencing 
systems, although they still frequent the latter. On-line, Sociables have met many new people, 
enjoy being able to be a different person, and treat men and women differently. 

Sociables rate the Internet more favourably than any other group, especially in terms of 
entertainment and value for kids. In fact, entertainment is a key personal focus for this 
segment. Sociables like movies and cable TV, and own a lot of computer games and 
multimedia products. They rely on friends or bulletin boards for technical support. They do 
not report having great technical ability, but their recreational focus limits the technical 
problems they need to solve. Overall, they are quite comfortable on-line. 

Sociables are split by gender pretty much the same way as the Internet as a whole (they are 
about 70 per cent male). They are mostly young, with a very wide spread in household 
incomes. They include teachers, professionals such as lawyers and managers, undergraduate 
students and secretaries. They are a prime target for interpersonal selling or information 
interfaces, entertainment-related news and gossip, personal Web home pages, and ‘niche 
community’ publications or personalised services that bring together people with very similar 
recreational or lifestyle interests. 


Seekers 


Seekers are a very work-focused group. Productivity is their principal reason for using 
computers. Becoming power users or wide-ranging Net explorers are not priorities. Accord- 
ingly, Seekers focus their time on-line to specific work tasks, such as information searches, 
communications and document sharing. They see the Internet as one of many tools in their 
day-to-day activities, but they often wonder if its usefulness outweighs its various difficulties. 

Because their activities are often based on accomplishing specific tasks, they can get 
particularly frustrated by obstacles. They generally do not have the patience for learning the 
Internet via trial and error, but sometimes end up doing so to get things done. Yet, when 
they have a task accomplished or at the end of the work day, most Seekers would rather 
leave the computer behind than use the Internet recreationally. 

Seekers are a prime segment for information-filtering and meta-information applications and 
services. They see the current Internet as an information anarchy, and they resent the amount 
of effort necessary to separate the wheat from the chaff. They are also conducive to services that 
bring information—relevant information—to them, rather than forcing them to seek it. 

One of the oldest Web segments in age, Seekers have higher than average education—even 
for the Internet—and above-average household income. They include professors, teachers, 
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senior and middle managers, and sales and marketing staff, and often learn new computer 
skills once they are adults. As a result, they are willing to learn new Internet skills, provided 
these skills have a clear work purpose, and the methods for learning them are stripped of 
needless technical jargon and complexity. 


Immigrants 


Immigrants tend to be relatively recent arrivals to cyberspace, and they are familiar with 
only very specific parts. In most cases, they were drawn on-line—or were put on-line—for 
purposes relating to work (including schoolwork). They are one of the most subsidised 
segments, and most Immigrants would not pay for Internet access if it did not come free at 
work or school. They usually have just one e-mail address, scrape by on their own for 
technical support, and rarely use on-line or e-mail support services. 

Immigrants do not learn the various facets of the Internet naturally, and they generally 
perceive themselves as having better things to do than become Net experts via trial and error. 
As a result, they tend to engage in a relatively straightforward, and often regimented, set of 
activities in their on-line use. They spend little time on the Internet for leisure activities, and 
haven’t met many new people via e-mail, conferences, or chat. 

Because Immigrants are among the most sceptical of the Internet’s usefulness, they 
appreciate immediate and tangible evidence that the Internet can work for them, and clear 
signs of their technical progress when using the Net. 

They have a 50/50 gender split, with a wide range of ages. Occupations range from young 
students first encountering the Internet at school to mid-life senior executives and 
professionals finally getting onto the Net for their work and career. Immigrants’ incomes 
show a correspondingly large dispersion, with some tendency to clump at the low and high 
ends, which marks the two primary groups of Internet new arrivals. 


Lifestyles and marketing strategies 


As highlighted in the introduction to this chapter, as consumers’ lifestyles change, so do their 
needs for different products and services. Marketers need to monitor both the changes 
occurring in the lifestyles of the population generally, and the changes in their target 
markets. Not only will they then be able to identify new product or service opportunities 
that cater for these changes, but they will also be able to refine their communications 
strategy in order to focus on the benefits that consumers are looking for to improve their 
current way of life. 

With the aid of these lifestyle-segmentation approaches, marketers can formulate 
a more accurate portrait of their markets; from this basis, they can then develop 
appropriate marketing strategies aimed at specific target segments. For example, 
companies interested in reaching Internet users may find that the 1VALS segment system 
offers opportunities for delivering products and services that appeal to one or more 
segments. 

In addition, the lifestyle systems that combine geographic as well as psychographic 
information can provide companies with ways to customise their offerings. Using these 
systems, companies can reach their audiences more cost effectively, and in many cases 
develop closer relationships with their customers. 
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Summary 


Lifestyle, a major factor influencing consumer decision-making processes, can be defined simply as 
how the individual lives. Lifestyle is a function of inherent individual characteristics that have been 
shaped through social interaction as the individual moves through his or her life cycle. 

Psychographics is the primary tool used by marketing managers to operationalise lifestyle. This 
involves describing the psychological make-up or lifestyle of consumers by assessing such lifestyle 
dimensions as activities, interests, opinions, values and demographics. Lifestyle measures can be 
‘macro’, reflecting how individuals live in general, or ‘micro’, describing attitudes and behaviours 
with respect to a specific product category or activity. 

The VALS 2 system has identified eight groups: actualisers, fulfilled, believers, achievers, strivers, 
experiencers, makers and strugglers. The derivation of these groups is based on two dimensions. 
The first is self-orientation: principle-oriented consumers are those guided by their basic beliefs and 
values, status-oriented consumers are those influenced by the actions, approval and opinions of 
others, and action-oriented consumers are those who seek social or physical activity, variety, and 
risks. The second dimension is the physical, mental, and material resources the individual needs for 
pursuing his or her dominant self-orientation. 

‘Values’ segments, developed for the Australian market, identify ten groups that can be targeted 
by marketers in terms of their media habits, attitudes and values. 

Geo-lifestyle analysis is based on the premise that individuals with similar lifestyles tend to live 
near each other. This approach analyses and classifies markets into different segments according to 
demographic data, media usage, consumer behaviour and personal interests. 

In response to the rapid expansion of international marketing, a number of attempts have also | 
been made to develop lifestyle measures that are applicable across cultures and within cultures. 
With use of the Internet predicted to increase rapidly, marketers are searching for effective methods 
of collecting data on Net users. By developing demographic and psychographic profiles of Internet 
users and by identifying the products and services that will appeal to different user segments, 
marketers will be able to respond to changing consumer lifestyles more quickly. 


Key terms 


lifestyle self-orientation dimension 
psychographics resources dimension 
psychographic research principle-oriented consumers 
AIO inventory status-oriented consumers 
VALS action-oriented consumers 
VALS 2 ‘Values’ segments 

iVALS geo-demographic analysis 
PRIZM system geo-lifestyle analysis 


Japan VALS 
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Wehsicn 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services. For example, the Stanford Research Institute’s Websites 
offer a range of useful information about the development of its research and survey approaches. 


GeoVALS http://future.sri.com/vals/geoVALS.index.html 
iVALS http://future.sri.com/vals/iVALS.index.html 
Japan VALS http://future.sri.com/vals/jVALS.index.html 
PRIZM hittp://www.claritas.com 

Roper Starch Worldwide http://www.roper.com 

VALS 2 http://future.sri.com/vals/valsindex.html 
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| Cerra questions 


What does lifestyle mean? What factors determine and influence lifestyle? 

What relationship exists between consumer lifestyle and consumer decision making? 

What is psychographics? 

What types of variables do marketing managers use to construct a psychographic instrument? 
When is a product- or activity-specific psychographic instrument superior to a general one? 
What are the dimensions on which VALS 2 is based? Describe each of them. 

Describe the VALS 2 system. 

What is geo-demographic analysis? 

What is an international lifestyle system? 


1 ease questions 


Does VALS 2 make sense to you? What do you like or dislike about it? 

How could VALS 2 be used to develop a marketing strategy? 

Develop a marketing strategy for the following, based on VALS 2: 

a. The Salvation Army. d. Holidays. 

b. Toothpaste. e. National Geographic magazine. 

c. Paper towels. 

Develop a marketing strategy for each of the eight VALS 2 segments for: 

a. Toothpaste. c. Jewellery. 

b. Men’s shoes. d. Holidays. 

Develop a marketing strategy for the products in Discussion Question 3, based on Roy Morgan’s ten 
‘Values’ segments. 

Develop a marketing strategy for each of the ten Roy Morgan ‘Values’ segments for the products in 
Discussion Question 4 above. 

Identify a male and a female TV personality, or role played on television, to fit each of the eight VALS 
2 profiles outlined. 
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How would we be likely to change our lifestyle as we move through different stages of the household 
life cycle? For example, if we marry, will we spend less in order to save for a new home? Over our 
lives, are we likely to assume more than one of the VALS 2 lifestyle profiles described? 

To which VALS 2 category do you belong? To which do your parents belong? Which will you belong 


to when you are your parents’ age? 


To which 1VALS category do you think you belong? To which might your parents belong? 


| STAT TL questions 


Develop your own psychographic instrument (set of relevant questions) that measures the lifestyle of 
university students. 

Using the psychographic instrument developed in Project Question 1, interview ten students. Using 
their responses as a basis, categorise them into lifestyle segments. 

Develop 15 statements related to the attitudes, interests and opinions of students on your campus. 
Using a five-category agree—disagree scale, interview five students not enrolled in your class. Then, 
using all the information collected by the entire class, divide up the individuals surveyed into groups 
based on similarity. For two groups of reasonable size that are dissimilar in agreement with AIO 
statements, discuss what campus activities would appeal most to each group. Are there new activities 
these groups would enjoy if available? 

Find and copy or describe advertisements that would appeal to each of the eight VALS 2 segments. 
Repeat Question 4 for the 10 Values Segments. 

Visit the SRI’s Website and complete either the on-line VALS 2 survey or the iVALS survey, to find out 
to which segment you belong. Get five friends to complete the survey as well, and see how you 


compare with them. 
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Chapter objectives 


When you have worked through this chapter, you should understand: 


the nature of Australasian households 

the different stages in the household life cycle 

that households also undertake purchase-related decision making 
current and future trends relating to household consumption 


the link between household and consumer socialisation 
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ingle-person households represent an increasing proportion of all Australian households. 

This group as a whole constitutes only 6 per cent of the total population and involves a 
great variety in demographic make-up, including widows and widowers, divorcees and 
singles; it is relatively older, with 60 per cent of its members aged 55 and over, and shares 
some basic common needs. Furthermore, growth is predicted for this category, with 
Medibank revealing recently that the rate of marriage has fallen from 12 in 1000 in 1971 
to 4 in 1000 today. With a steady 1 in 3 rate of divorce, it should come as no surprise that 
many marketers are realising they should pay attention to the ‘single’ market. McCain was 
one of the first frozen food manufacturers to recognise the particularities of this market 
when it launched single-serve frozen dinners. 

There are problems, however, with targeting this group. Communication strategy must 
avoid projecting the image that the single consumer is a loner, says lan Wilmont, McCain’s 
retail marketing manager. In addition to this, the sheer diversity of the single market makes 
it difficult to depict the consumption situation accurately. But, in addition to the single- 
household consumer, the company has found that its single frozen meals might appeal to 
individuals who may cohabit with others but wants to eat differently, for example one of the 
adults in the family environment who wants to adhere to a low-fat diet.! 

Accommodation needs are equally as basic for consumers as are food needs, and the type 
of dwelling a household occupies tends to reflect household size as well as lifestyle. While 
free-standing houses still represent more than the majority of the 7.9 million homes in 
Australia, apartments now make up 13.5 per cent of all homes, followed by town houses 
and semi-detached, row or terrace houses (8.5 per cent altogether). Even so, Australians are 
more likely than they were only 10 years ago to choose a terrace or town house over an 
apartment. In addition, non-family households live closest to the city. At the same time, the 
suburban backyard has become smaller, with families with children moving further out of 
city centres. Notably, on census night 1996, 161 000 Australians were living in caravans or 
cabins or sleeping in tents or under the stars, and 73 000 were in a house or flat attached to 
a shop or office.? 

Clearly, marketers of many products have to communicate with multiple members of a 
household in order to succeed. However, the number, size and structure of households are 
changing in most societies. Marketers therefore need to understand the emerging household 
characteristics and behaviour patterns, in order to target their communications and position 
their products effectively. 

The household is the basic consumption unit for most consumer goods, be it food or 
dwellings, as illustrated above. Major items such as housing, cars and appliances are 
consumed more frequently by household units than by individuals. Furthermore, the 
consumption patterns of individual household members are seldom independent of those of 
other household members. For example, deciding to grant a child’s request for a bicycle may 
mean spending discretionary funds that could have been used to purchase an evening out for 
the parents or new clothing for a sister or brother, or could have been used for another 
purpose by another member of the household. Therefore, it is essential that marketers 
understand the household as a consumption unit. 

Households are important not only for their direct role in the consumption process, but also 
for the critical role they perform in socialising children. The family household is the primary 
mechanism whereby cultural and social-class values and behaviour patterns are passed onto 
the next generation. Purchasing and consumption patterns are among those attitudes and skills 
strongly influenced by the family household unit. Figure 14.1 illustrates how household 
consumption and other household characteristics influence marketing strategy. 


CHAPTER 14 HOUSEHOLD STRUCTURE AND CONSUMPTION BEHAVIOUR 14.3 


5, igure 14.1 Influence of household consumption on marketing strategy 
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The nature of Australasian households 


Types of households 


The term household designates a variety of distinct social groups. This variety can cause 
confusion unless each type of household unit is clearly distinguished. The Australian Bureau 
of Statistics (ABS) defines a family household as a household unit that consists of two or 
more related persons, who live and eat in private residential accommodation. The nuclear 
family consists of two adults of the opposite sex, living in a socially approved sex 
relationship with their own or adopted children. The nuclear family is important in virtually 
every culture. 

The nuclear family described above represents the prescriptive (culturally desirable) and 
descriptive (most common) version of the nuclear family. However, there are several 
variations of the nuclear family. The most common variation in Australasia is the single- 
parent family household created by the death of one spouse, or, more commonly, by divorce. 
In either case, the child or children and the mother are likely to remain together as a nuclear 
family. 
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The extended-family household is a household that includes the nuclear family and 
additional relations. The most common form of the extended family is the inclusion of one 
or both sets of grandparents. In addition, aunts, uncles, cousins, in-laws and other relatives 
may be included. This is less common in Australia, but is very common in countries such as 
China, Indonesia and India. 

Household units that are not families also have several variations. The ABS defines a non- 
family household as households made up of householders who either live alone or with 
others to whom they are not related. In 1996, according to the Australian Bureau of 
Statistics, 23.4 per cent of all Australian households were classified as non-family. 


Changes in household structure 


Households, family or non-family, are important to marketing managers because they 
constitute consumption units, and therefore represent the proper unit of analysis for many 
aspects of marketing strategy. The fact that the number of household units is growing and 
is projected to continue to grow is more important than population growth for marketers 
of refrigerators, stoves, telephones and other items purchased primarily by household units. 
Equally as important to home builders, appliance manufacturers and car manufacturers are 
the structure and size of households. In the last two decades, changes in the make-up of 
Australian households have resulted in the following outcomes. 

In the past two decades, family households have grown in number at a slower rate than 
both single-parent households and non-family households. The number of family 
households increased by 8.5 per cent between 1976 and 1981, but this included a growth in 
single-parent households of 43.2 per cent. This is explained by the new divorce legislation 
put into place in 1976, which resulted in a staggering increase in the number of divorces. 
Between 1981 and 1986, one-parent families continued to grow faster (12.2 per cent) than 
the number of families (7.4 per cent). The number of non-family households increased by 
32 per cent from 1976 to 1981, and again by 18 per cent from 1981 to 1986. Census 
information shows that, between 1982 and 1992, traditional families declined in number by 
some 7.8 per cent overall. In 1996, 15 per cent of the total population did not live with 
family members at all! 

These changes in household structure are reflected in the reduced average size of 
households, as shown in Table 14.1. In 1911, there were on average 4.6 people in an 
Australian household. This number had decreased to 3.65 by 1961, and was down to 2.7 in 
1992.2 This decline has been caused by an increase in single-parent and single-person 
households—often as a result of divorce—as well as by a decline in the birth rate. 

The make-up of family households in Australia has also changed. Today, just 40 per cent 
consist of a couple with dependent children in a registered marriage, while 30 per cent are 
couples without children. Lone-parent families represent a further 13 per cent, and 8.4 per 
cent of all couples are in a de-facto relationship. 

Similar trends have been observed in New Zealand, where the number of children born 
out of wedlock has increased from 5 per cent to 30 per cent over the last 30 years.* 

While continued growth in the number, structure and size of households is important, 
the age of the householder also plays a role in purchase and consumption behaviour. The 
greatest household growth predicted during the 1990s will occur for those with members 
in the 45 to 54 age category. The kinds of household products this age group consumes 
are different from products consumed by either younger or older households, and 
represent a prime opportunity for sales expansion. The growth predicted for this group 
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implies a strong demand for upgraded household furnishings, holidays, luxury items and 
sports and entertainment items targeted at a more mature market. The fact that much of 
this growth is coming from single-person households suggests that home units, 
appliances and food containers should be produced in sizes appropriate for the single 
individual. 


L able 14.1 Average size of household and family units 


Average number of occupants in household 


Year Australia (no.) New Zealand (no.) 
1961 3.5 3.9 
1966 3.4 3.5 
1971 3.2 3.4 
1976 2.9 32 
1981 2.0 3.0 
1986 2.7 5.0 
1991 2.6 2.9 


Sources: Australian Bureau of Statistics, Australian Demographic Statistic No 3101.0, ABS, Canberra; Department of Statistics 
New Zealand (1994), New Zealand In Profile, Department of Statistics, Wellington. 


The growth in single-parent families also implies a need for convenience items, day-care 
centres, and appliances that relatively young children can operate. The advertisements aimed 
at singles and single-parent families, and the times they are broadcast on the media, may 
need to differ from advertising aimed at traditional nuclear families. As with most variables 
affecting consumer behaviour, the marketing manager must examine the shifts in the family 
structure for specific product-category implications. 


The household life cycle 


The structure of most family and non-family households changes over time. As a person 
moves from being single to married, and then through various stages of child rearing, he or 
she also moves through discernible changes in family structure. So that these structural 
differences could be better understood and described, the concept of the family life cycle was 
developed. The basic assumption underlying the family life-cycle approach is that most 
families pass through an orderly progression of stages, each with its own characteristics, 
financial situation, and purchasing patterns. However, since at least 23 per cent of all 
households are non-family households, it is important to extend the family life cycle concept 
to that of the household life cycle (HLC) (termed lifestages by J. Walter Thompson, a major 
advertising agency). There are several similar versions of the household life cycle.> The 
version used in this text is shown 1n Figure 14.2. 
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07 igure 14.2 Stages in the household life cycle 
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The HLC applies to both family and non-family households. It assumes that these entities, 
like individuals, move through a series of relatively distinct and well-defined stages with the 
passage of time. Each stage in the household life cycle poses a series of problems that 
household decision makers must solve. The solution to these problems is bound intimately to 
the selection and maintenance of a lifestyle and, thus, to product consumption.® For example, 
young married couples with no children face a need for relaxation or recreation. Solutions to 
this common problem differ. Some couples opt for an outdoors-oriented lifestyle and 
consume camping equipment and related products. Others choose a sophisticated urban 
lifestyle and consume tickets to the theatre and opera, restaurant meals, and so on. As these 
families move into another stage in the HLC, generally the ‘Full nest stage, the problems 
they face also change. The amount of time and resources available for recreation usually 
diminishes. New problems related to raising 4 family become more urgent. 

Each stage presents unique needs and wants as well as financial conditions and 
experiences. Therefore, the HLC provides marketers with relatively homogeneous household 
segments that share similar needs with respect to household-related problems and purchases. 

The remainder of this section describes each stage of the HLC, and some of the 
consumption problems encountered in each stage. Exhibit 14.1 contains advertisements 
focusing on different HLC stages. 
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xhibit 14.1. Focus: a specific stage in the household life cycle 


tC > 
: srs Integrated 
roo pas : : W588 section 
Spee: nsitive a ‘ : side-members 
; cring 
with a 
aeee - Gd SENSING 
DrOpOTHONINg 
Meets ADR69 Ventilated front Opnonal ABS brakes Side impact Centrally valves to reduce 
frontal collision standards dise brakes on GLX and GLS protection bars located fuel tank rear wheel lock-up 
pay for a little peace of mind. For a test drive, drop into your local maga 
I C) B E @ LD Mitsubishi dealer or call 1800 802 930 for more information. STARWAGON 
“STARWAGON GL 5 SPEED MANUAL. EXCLUDES DEALER DELIVERY AND STATUTORY GOVERNMENT CHARGES. 
MITS0025/B/R 


Es 


AUSTRALIA’S FIRST BANK 


THERE’S NO SUCH THING AS AN OVER-PROTECTIVE MOTHER. 
The Mitsubishi Starwagon is carefully designed to meet Australia’s 
toughest safety standards. And from just $37,220) it’s a small price to ¢ 


The older you get, the more you know what you want. 

Which is why a Westpac Deeming Account should be your first choice. Interest is paid 
in line with the deeming rules, including that portion of your balance under $2,000, 
so it’s a safe and simple way to take advantage of Extended Deeming. 
Westpac will even absorb the FID* charges on any opening deposit and 


offer you 0.25% p.a. bonus interest on new Term Deposits.** 


CARRY AWAY I5 MORE PASSENGERS THAN THE COMPETITION. 
It's amazing what you can fit in a Mitsubishi Starwagon. Take the Satellite. 

At $1,500 less than its nearest rival’ there's comfort and space for eight adults, 

side intrusion beams and a sturdy, impact absorbing ladder chassis for even 9 

greater safety. Add a powerful 2.0 litre engine and you have the perfect people 
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For details about a deeming account that's anything but old fashioned ask at a 


Westpac branch or call 132 433. 
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The ‘young single’ stage 


The ‘young single’ stage in the life cycle is characterised by age (those under 35) and marital 
status (those who are single). This group can be subdivided into those who live with their 
families, and those who are independent. At-home singles have few cares, and lead an active 
social life. With few financial commitments, they can often afford to go to pubs, movies, and 
concerts, and purchase sports equipment, casual clothes and personal-care items. 

Most of the independent singles live in multi-individual households. However, they have 
more financial obligations and must invest more time in household management than at- 
home singles. They are a good market for the same types of products, as well as for 
convenience-oriented household products. 


The ‘young married: no children’ stage 


The decision to marry (or to live together) brings about a new stage in the household life 
cycle. The lifestyles of two young singles are generally altered as they develop a joint 
lifestyle. Joint decisions and shared roles in household responsibilities are, in many 
instances, new experiences. Savings, household furnishings, major appliances and more 
comprehensive insurance coverage are among the new areas of problem recognition and 
decision making to which a young married couple must give serious consideration. 

As with the young single stage, the time spent by a young couple in this stage of the HLC 
has grown, as couples are either delaying starting a family or are choosing to remain 
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childless. Most households in this group have dual incomes and are therefore relatively 
affluent. Compared to full nest I families, this group spends heavily on theatre tickets, 
expensive clothes, luxury holidays, restaurant meals and alcoholic beverages.’ 


The ‘full nest 1: young married with children’ stage 


The addition of a child to the young married family creates many changes in lifestyle and 
consumption. Naturally, new purchases in the areas of baby clothes, furniture, food and 
health-care products occur in this stage. Lifestyles are also greatly altered. For example, the 
couple may have to move to another place of residence since many units may not welcome 
children. Likewise, choices of holidays, restaurants and cars must be changed to 
accommodate young children. McDonald’s, for example, attempts to accommodate children 
in a restaurant environment by providing recreational equipment at their outlets that caters 
heavily for families with young children. Income tends to decline, as one spouse often stays 
home with young children. Discretionary funds are also reduced by the need to spend on 
child-related necessities. However, the increasing average age of parents before the birth of 
the first child and the smaller family size that are common today have reduced this impact.® 


The ‘single parent I: young single parents’ stage 


As mentioned before, divorce has become a significant part of Australian and New Zealand 
society, so marketers cannot ignore the needs of young single parents. One in every three 
marriages will end in divorce, and this occurs most frequently at an earlier point in a 
marriage.” Most divorced individuals, however, eventually remarry—64.2 per cent of 
divorced males in 1988 in contrast with 26.1 per cent of females; the difference in rates 
indicates the longer survival rate of females.!° 

This type of family situation creates many unique needs in the areas of child care, easy- 
to-prepare foods, and residence. Individuals in this situation often face severe financial 
difficulties, which greatly intensify the problems associated with purchasing the products 
and services needed to support their families’ desired lifestyles. Financial burdens are 
intensified by the need for child care, and time shortages if the head of the household works. 


The ‘middle-aged single’ stage 


The middle-aged single category is made up of those who were never married, and 
individuals who are divorced and have no child-rearing responsibilities. These individuals 
are in the 35 to 64 age category. This group is relatively small, and the needs of middle-age 
singles in many ways reflect those of young singles. But middle-age singles are likely to have 
more money to spend on their lifestyles. They may live in comforable, well furnished terrace 
houses, frequent expensive restaurants, and travel often. 


The ‘empty nest I: middle-aged married with no 
children’ stage 


Lifestyle changes in the 1970s and 1980s influenced many young couples, causing them 
either to delay having children or to not have children. As a result, many Australasian 
households consist of middle-aged married couples without children. In many cases, too, 
these households may represent second marriages where children from the first marriage are 
not living with their parents. And this group also includes those married couples whose 
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children have left home. Both of the adults in the household typically have jobs, so they will 
be short on time but have money to spend on dining out, expensive holidays, and time- 
saving services such as house-cleaning, ironing and shopping. 


The ‘full nest Il: middle-aged married with children at 
home’ stage | 


Because this group includes people aged 35 to 64, in most cases the children are over six 
years old and are less dependent than the children of the young married couple. However, 
the fact that the children are older creates another set of unique consumption needs. Families 
with children six and older are the primary consumers of lessons of all types (piano, dance, 
gymnastics and so on), dental care (orthodontics, braces, fillings), soft drinks, presweetened 
cereals and a wide variety of snack foods. Greater demands for space create a need for larger 
homes and cars, or even a second car. This, coupled with heavy demand for clothing, places 
a considerable financial burden on households in this stage of the household life cycle. 

The teenage members of this segment, as well as those in the single parent II segment (see 
below), are important consumers. As will be seen in a later section of this chapter, marketers 
target them both as individual consumers and as purchasers for the household. Many brands 
are advertised with a ‘hip’ style to attract the attention of teenagers, and the media 
scheduling of such advertisements is linked to programs aimed at this segment.!! 


The ‘single parent II: middle-aged singles with children 
at home’ stage 


Single individuals in the 35 to 64 age group who have children are often faced with 
tremendous financial pressures. The same demands that are placed on the middle-aged 
married couple with children are present in the life of a middle-aged single with children, 
except that the single person is generally the sole supporter, and completely responsible for 
all household duties. Besides financial stress, a tremendous time burden is placed on this 
segment of the population. Many individuals in this position are therefore inclined to use 
time-saving alternatives, such as ready-to-eat food, and are likely to eat at fast-food 
restaurants. The children of this segment may be given extensive household responsibilities. 


The ‘empty nest II: older married couples’ stage 


This group represents those couples where the head of the household is more than 64 years 
of age. The head of the household may still be working, but for the most part, couples in 
the over-64 age group are either fully or partially retired from full-time employment. 
Because of age, social orientation and weakening financial status (due to retirement), the 
older married couple has unique needs in the areas of health care, housing, food and 
recreation. For example, this group has a great deal of time but not a great deal of money. 
This has made the sale of large caravans, mobile homes and group holidays very attractive 
to many older married couples. 


The. older ‘single stage 


Older singles are typically female, since females tend to outlive males. Again, the conditions 
of being older (over 64), single, and generally not working create many unique needs for 
housing, socialising, travel and recreation. Many financial firms have set up special 
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programs for working with these individuals. Older singles have often experienced a 
spouse’s death, and are now taking on many of the financial responsibilities once taken care 
of by their partners. 


Household life cycle/social-stratification matrix 


The household life cycle can be combined with social class to create a matrix of households 
that differ in structure and social status. While not entirely substitutable for social class, 
occupation provides a good surrogate indicator for social position. Hence, the household 
structure/social class matrix shown in Figure 14.3. This matrix uses the stages of household 
life cycle and five occupational categories: blue collar, white collar, managerial—professional, 
retired, and student. As stated earlier, each stage in the HLC sets up many consumption- 
related problems. As Chapter 17 will show, social class provides accepted solutions for many 
of these problems. The combination of occupational categories with different stages of the 
HLC therefore provides a useful way for marketers to understand naturally occurring 
consumption differences. These include store choice, the use of credit, method of savings, 
holidays, food and entertainment preferences and leisure-time activities, which differ 
significantly for different combinations of household structure and social class. 


Ss, igure 14.3. Household life cycle/social-stratification matrix 
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Household decision making 


Decision making by a group such as a household differs in many important respects from 
decisions that are completely individual. Household consumption is illustrated in Figure 
14.4. This figure illustrates five distinct roles: 
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1. Information gatherer: The individual who has expertise on and interest in a particular 
purchase. Different individuals may seek information at different times or on different 
aspects of the purchase. 

2. Influencer: The person who influences the alternatives evaluated, the criteria considered, 
and the final choice. As the introduction to this chapter has demonstrated, children and 
teenagers are major influencers for a range of household purchase decisions. 

3. Decision maker: The individual who makes the final decision. Of course, joint decisions 
are also likely to occur. 

4. Purchaser: The household member who actually purchases the product. This is typically 
an adult or a teenager. 

5S. User: The user of the product. For many products there are multiple users. 


In many household purchase decisions, the primary product users are neither the decision 
makers nor the purchasers. For example, women (wives and girlfriends) often purchase 
fragrances used by men.!* Therefore, marketers must decide who in the household plays 
which role before they can attempt to affect the household decision process. After careful 
examination of the household decision process, Colgate-Palmolive decided to keep its 
television advertising for adults, and aimed at the children’s market by advertising in women’s 
magazines. Its assumption was that mothers, rather than children, are more likely to 
recognise the problem, evaluate alternatives, and make the purchase. Likewise, cereals such 
as Kellogg’s Rice Bubbles and Sultana Bran are advertised to mothers so that the nutritional 
benefit of the cereal complements the fun appeal, which is aimed at the children themselves. 


07 igure 14.4 Targeting communications at ‘Influencers’ and ‘Information gatherers’ 
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Household decision making is generally categorised as husband-dominant, wife- 
dominant, of the joint-decision type (syncretic), or consisting of individualised decisions 
(autonomic).!> Husband-dominant decisions generally occur with the purchase of such 
products as cars, alcohol and life insurance. Wife-dominant decisions are more likely to 
occur in the purchase of furniture, food and appliances. Joint decisions are likely to occur 
when buying a house or living-room furniture, and choosing holidays. Autonomic decisions 
would involve purchases for, say, wine, which in some households would be undertaken by 
the wife only but in other would be the realm of the husband. These areas will undoubtedly 
change as marital roles continue to evolve. 

How household members interact in a purchase decision is largely dependent on the role 
specialisation of different household members and the degree of involvement each has in the 
product area of concern. 

Over time, each spouse develops more specialised roles as a part of his or her household 
lifestyle and responsibilities. Husbands are often expected to play a more significant role in 
car repairs and maintenance and, therefore, have a more specialised role in establishing 
criteria and evaluating alternatives in a car purchase (although, as seen in Chapter 12, this 
is changing rapidly). Wives often have a more specialised role in certain aspects of child 
rearing and, as a result, have a more specialised role in buying children’s clothing and food. 
Because role specialisation takes time to develop, younger couples often engage in greater 
degrees of joint decision making than more established households. The greater the role 
specialisation and the more closely related the product is to the area of specialisation, the 
less likely it is a shared or syncretic decision will be made. 

Involvement in a product area is another major factor that has an impact on how a 
household purchase decision will be made. Naturally, the more involved a spouse is with a 
product area, the more likely he or she will be to exert influence over other family members 
during a purchase in that product area. For example, a spouse very interested in electronics 
as a hobby probably would greatly influence the purchase of a stereo, television or home 
computer. Likewise, the more the product relates to children’s interests and activities, the 
more their influence increases. 

Studies of household decisions have focused on direct influence and ignored indirect 
influence. For example, a wife might report purchasing a car without discussing this with 
any member of her family. Yet she might purchase a blue station wagon to meet her 
perceptions of the demands of the family rather than the red sports car that she personally 
would prefer. Most research studies would classify the above decision as strictly wife- 
dominated. Clearly, however, other household members have influenced the decision.!* 

To date, most studies have focused on household decision making as well as on 
husband—wife decision making. The influence of children has been largely ignored. Yet 
children often exert a substantial influence on the consumption process.!° Fortunately, a few 
recent studies are starting to shed some light on this very important influence on the decision 
process. 

A study of a thousand 10- to 17-year-olds conducted by AMR: Quantum revealed that 
more than SO per cent of the sample accompanied adults on grocery-shopping outings at 
least once a fortnight. Half of the teenagers surveyed helped in the selection of some brands, 
14 per cent contributed to the decision for most brands, and 13 per cent had a say in the 
choice of every brand. Furthermore, the teenagers’ involvement in the brand choice of 
products they used varied considerably across product categories. For instance, while body 
sprays, tampons, and after-shave/cologne would be selected by 60 per cent, 59 per cent and 
56 per cent respectively of the 10- to 17-year-old users, only 23 per cent would be the brand 
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decider in the case of hair conditioner. In the case of batteries, 35 per cent of respondents in 
this age group indicated that they acted as brand decision maker. Teenagers also played a 
critical role in brand choice for major household purchases such as holiday destinations or 
VCRs. 

A more recent survey organised jointly by Dolly magazine and AMR: Quantum Harris 
provides some ideas about the size of the teenage market itself. The 10- to 17-year-olds 
receive an average of $A37.03 in weekly pocket money. Therefore the total Australian 
population aged 10 to 17 (estimated to be 2 027 400 at June 1994) constitutes a market of 
some $A3.9 billion per annum.!” 

While no similar data exist in New Zealand, it has been suggested that an average child 
would receive approximately $A20 per week. Applying this figure to the under-15 age 
group, which numbers around 775 510, suggests annual spending power is more than 
$A800 million. The 15 to 20 age group, which totals another 307 450 and is likely to receive 
a larger amount of pocket money, provides an even more promising market.!8 

The 1995 Dolly study also showed that Australian 10- to 17-year-olds bank on average 
$A7.33 per week and spend the balance on snacks, chocolate or lollies (27%), entertainment 
(9%) and magazines (7%). Forty-eight per cent of the respondents to the survey said they 
had selected clothing, underwear or shoes for themselves within the last month, even though 
they might not have paid for this themselves. In this area, 73 per cent of males and 60 per 
cent of females preferred well-known labels.!° 

The Dolly study also confirmed that teens consume an average of 13.5 hours of radio or 
television per week, and that 80 per cent read magazines. Girls in particular are avid 
magazine readers—92% of 14- to 17-year-old girls, and 75% of 10- to 13-year-old girls, 
read magazines regularly. However, more boys watch television.2? Newspapers are not as 
popular with younger readers.?! This information is essential for the increasing number of 
marketers who are targeting the teen market. 

Household decision making allows different household members to become involved at 
different stages of the process. Figure 14.5 shows the influence of wives, husbands and 
teenage children at each stage of the decision process for a variety of products. While this 
result reflects the American situation, it is likely that the trends shown are also relevant for 
the Australasian market. 

Household decisions also allow different members to make specific subdecisions of the 
overall decision. When an individual makes a decision, he or she evaluates all of the relevant 
attributes of each alternative and combines these evaluations into a single decision. In a 
family decision, different members often focus on specific attributes. For example, a child 
may evaluate the colour and style of a bicycle while one or both parents evaluate price, 
warranty and safety features. Figure 14.6 illustrates this for the purchase of breakfast cereal. 

Much remains to be learned about household decision making. But five general 
conclusions can be put forward: 


1. Different household members may be involved at different stages of the decision process. 

2. Different household members may evaluate different attributes of a product or brand. 

3. The direct involvement of household members in each stage of the decision process 
represents only a small part of the picture. Taking into account the desires of other 
household members is also important, though this has seldom been studied. 

4. Which member of the household participates at each stage of the decision process, and 
the method by which conflicts are resolved, are primarily a function of the product 
category, and secondarily a function of the characteristics of the individual household 
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5, igure 14.5 Family-member influence at various stages of the decision process 


Product 


Television 
Husband 
Wife 
Child 


Car 
Husband 
Wife 
Child 


Holiday 
Husband 
Wife 
Child 


Household 
appliance 
Husband 
Wife 

Child 


Furniture 
Husband 
Wife 
Child 


Breakfast 
cereal 
Husband 
Wife 
Child 


|| Husband 


Stage of decision 


Initiation Search/Evaluation 


Final decision 


Source: G. E. Belch, M. A. Belch and G. Ceresino (1985), ‘Parental and Teenage Child Influences in Family Decision Making’, 
Journal of Business Research, April, p. 167. 


members and the characteristics of the household. The product category is important 
because it is closely related to the identity of the user of the product. 

5. Overt conflicts in decision making are less common than agreement. Conflicts are most 
frequently resolved through problem solving and negotiation. 


These conclusions are too broad to provide specific guidelines to the marketing manager. 
However, they do provide the framework necessary to guide research for specific products. 
This framework is presented in Figure 14.7. There is substantial variation across product 
categories, so a separate analysis is required for each product category. But, once the cells in 
the table have been completed, the marketing manager is in a position to make informed 
decisions on product design, media selection, advertising copy and related factors. 
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07 igure 14.6 Influence of wife, husband and teenagers on various components 
of the decision to purchase breakfast cereal 
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Source: G. E. Belch, M. A. Belch and G. Ceresino (1985), ‘Parental and Teenage Child Influences in Family Decision Making’, Journal of Business 
Research, April, p. 168. 


07 igure 14.7 Managerial framework for evaluating the household decision process 


Household members’ 
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Purchase 
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Current and future trends in household 
consumption 


Many of the demographics and lifestyle changes described in chapters 12 and 13 and in this 
chapter have had a profound impact on the way households make decisions, as well as on 
the types of consumption patterns that can be observed in Australia and New Zealand and 
many of their Asian neighbours. This section will introduce some of the more notable trends 
marketers should consider when assessing new market opportunities. 


The importance of the household pet 


A significant and yet often ignored member of many households is the pet, be it cat, dog or 
bird. The presence of a pet in any household will not merely be a cause of specific expenditures; 
it will also often dictate major lifestyle adaptation, influencing, for example, the choice of the 
family car and the selection of a type of holiday that is most suitable for the family. A total of 
59.2 per cent of Australian households have one or more pet, as shown in Exhibit 14.2. 


E xmivis 14.2 Pet ownership in Australia (1995) 


Type of pet No. of pets (million) Households with this pet (%) 


Dog SIN fete) 35:5 
Cat 2.479 26.7 
Bird 6.021 15.9 
Fish 4.296 8.6 
Rabbit 3-37. 7 
Chicken 9.05 1.0 
Guinea pig 1.84 1.0 
Horse 1.57 1.0 
Other 3.12 2.0 
All pets 17.827 59.2 


Source: Survey Monitor (1995), cited in The Sun Herald, 25 June, p. 31. 


Research shows that some people can spend as much on the food for their pets as they do 
on their own food, and the pet-food market in Australia accounts for some $A400 million 
per annum. It is a fiercely competitive market, and its leading brand is often the top-ranking 
brand in household grocery baskets. It does, however, present many opportunities for niche 
marketers, with grooming and kennel services experiencing strong growth. Even in the dog- 
food market, which is dominated by multinational corporations, segments exists that can be 
successfully exploited. For example, a small entrepreneur, Ann Delaware, developed a range 
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of healthy preservative-free dog biscuits. Her only competitor in the Australian market is a 
US import selling for $A8 a kilo in selected health-food shops!” 

The Internet is reflecting the enthusiasm of many Australasian households: PetNet 
(http://www.petnet.com.au, see Exhibit 14.3) refers consumers to many other Websites and 
other useful addresses, varying from those that help determine the best pet for any given 
household, to those that give advice on pet health and regulations, including tips for making 
cats and dogs happy on a vegetarian diet! 


| xhibit 14.3 Petnet reflects the enthusiasm of many Australasian households 
| about their pets 


©" SCHOOLS ©-=WELFARE 
© “VETERINARIANS ©°GOVERNMENT ©" JOURNALISTS 


“PUBLICATIONS © STATISTICS ©’PETRIVIA 


DOGS 'N' KIDS 


Petnet, Selectapet are registered trade narnes of Petcare Information and Advisory Senrice 
Melbourrne, Australia, All contert is copyright. 


Computers and video games in households 


| Television sets and VCRs are now found in most Australian and New Zealand households, 
and the piece of equipment experiencing the fastest rate of penetration is the computer. One- 
third of Australian homes now own a computer. Of these 2.2 million computer-friendly 
| households, 7.5 per cent are connected to the Internet, with an estimated 15 per cent of the 
total population having access to the Internet either at home or at work.” 

The household computer illustrates perfectly the way in which different members of the 
family may become involved in a purchase that can satisfy their individual needs. For 
example, it appears that the majority (58 per cent) of home computers are used for the 
purpose of playing video games. Studying and other educational goals motivate 
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comparatively less usage (45% and 24% respectively).** The main user of home computers 
being the household’s children (41% of users are aged from 5 to 17), it is probable that a 
purchase agreed to by parents for educational or school-related reasons is welcome to 
children for less worthy motives! 

Video games have become a social phenomenon, both acclaimed for their ability to make 
children relate naturally to technology, and reviled for their alleged ‘isolationism’ and 
propensity for depicting extreme violence. Research by toy group giant Mattel shows that 
children as young as eight or nine, especially boys, are rejecting traditional toys in favour of 
video games. Mattel, whose Barbie Doll recently celebrated her 35th birthday, and sold 95 
millions units in 1995, is set to introduce a number of video software items using its main 
brands, including Barbie and Fisher Price, in order to capture a share of the attractive video- 
games market while at the same time appealing to children of both sexes. With a definite 
global strategy, Mattel intends to spend 16 per cent of sales on promoting and advertising 
its video games and upcoming Internet products to children from all parts of the world, with 
a special emphasis on South America and Asia.*° 

However, just as parents may have agreed to a computer purchase for the purpose of 
education only to be disappointed that their children only play video games with it, it also 
appears that many children who were first introduced to computers for the purpose of 
playing games can develop a natural affinity with computers and software, which makes 
them able to grasp easily other computer features, including the Internet, and eventually 
helps them to ‘graduate’ to a more academic or practical use of the home computer. 

Thus, computers and video games illustrate the complex nature of household purchases, 
where individual members of the household support purchases for sometimes different 
reasons, with often mixed outcomes. 


Households and the purchase of services 


In recent years, the scarcity of time has placed many households under increasing pressure, 
and this has been reflected in the emergence of new consumption patterns.*® According to a 
recent analysis of household expenditures, an increasing proportion of the weekly budget is 
being spent on services such as cleaning, ironing and gardening. And families now spend an 
average of $A78 a week on recreation, compared to $A59.37 in 1984. This varies by type 
of household, with couples aged 45 to 55 with grown children spending the most ($A120 
weekly) on recreation. 

Households also spend $A31.61 weekly on house maintenance, or twice as much as they 
did in 1984. While food still represents the greatest expense ($A111), an increasing 
proportion of this budget is now spent on dining out ($A17) or take-aways ($A12), a 
phenomenon coined ‘eat-ertainment’, as more consumers are perceiving dining out as a form 
of recreation. This reflects, as well as perpetuates, a new trend whereby mothers, already 
lacking time due to full-time employment, become less skilled in the kitchen as well as less 
motivated to cook.’ 

Household consumption of services in relation to the second-most important category of 
expenditures, transport, includes not only registration and insurance but also taxi and 
public-transport fares (the most important category is that of accommodation). And high in 
the household budget is the category medical and health-related expenses ($A27.16 a 
week).?° 

While there is a certain degree of commonality in households and families around the 
world, marketers operating in international markets must be aware of the differences that 
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are likely, as is discussed more fully in Chapter 18. For example, a 1994 study of Russian 
household expenditures showed that 39 per cent of the weekly budget was spent on food 
and non-alcoholic beverages, 22 per cent on alcoholic beverages and consumer goods, 20 
per cent on durable goods and banking or savings, 10 per cent on transportation and 9 per 
cent on utilities and rent.*? 


Cross-cultural and ethnic variations 


Household structure and purchasing behaviour are highly dependent on cultural or ethnic 
background. For example, the divorce rates mentioned earlier are averages; this disguises the 
fact that in some ethnic communities very few marriages ever succumb to divorce. Research 
shows that home ownership also varies for differing consumer ethnic backgrounds. Some 
trends evident in some countries may therefore become more widespread in Australasia as 
families from these countries elect to immigrate to Australia and New Zealand. For 
example, the age-old Asian tradition that three generations cohabit under the same roof has 
recently encouraged AMFB (Arab Malaysian Finance Berhad) to design a new type of loan 
for the Malaysian market, which a father and son can jointly sign for a total duration of 
double the 15- to 30-year term usually provided in countries such as Australia or New 
Zealand. At a time when many parents of Malaysian students attending Australian 
universities are investing in real estate in Australia or are considering such investment 
opportunities, it would appear logical for some Australian banks to consider similar 
arrangements.>” 

Perhaps less likely to be used successfully in Australasia is the latest in family investment, 
now available a few kilometres from Kuala Lumpur, in the form of the first privately owned 
and operated burial ground. Spots at Memorial Park, a sprawling landscape park with the 
capacity to accommodate 80 000 ‘residents’, range from $A30 000 for a simple monument 
to $A750 000 for a very imposing mausoleum. Spots with good Feng Shui have been 
purchased for speculative purposes, and are now available for resale. In 1997, a laser show 
was used to launch a ‘window-shopping’ crematorium, with hundred of families coming to 
select the best resting spots. However, the ethnic groups present in Australia and New 
Zealand differ markedly in relation to funeral and burial traditions, and funeral and burial 
decisions are usually very typical of joint decision making. 


Household response to marketing communications 


There has been increasing recognition that, as households make decisions and consume 
products, they should become the units of study in relation to the effectiveness of some 
marketing activities. For example, ‘Fly Buys’ enrols households, with any member able to 
use the card for the purpose of accumulating travel points which any of the multiple card 
holders can use. Usually, points are redeemed for household holidays. Companies 
participating in the ‘Fly Buys’ scheme can, therefore, only target households and aim to 
foster the loyalty of the household as a whole. 

In a recent (1997) study by A. C. Nielsen in the UK, household responses and attitudes 
towards point-of-purchase material revealed interesting findings, some of which may be 
applicable to Australasia. The largest group of all, nicknamed the ‘low-price fixture ferrets’, is 
made up of young families on a budget who are store, rather than brand, loyal, and respond 
well to promotion, spending about 20 per cent of their budget on special offers. Using coupons 
and store loyalty schemes, they welcome price reductions and free items, but are usually unable 
to take advantage of bulk buy offers, unlike the more affluent group, labelled the ‘stock-pilers’, 
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who represent 21 per cent of all UK households and who are happy to fill cupboards at home 
with multi-buys and bulk offers despite the greater initial cost. Other segments include the 
‘promotion junkies’ (18 per cent of UK households) who strive to achieve the lowest shopping 
bill for the biggest trolley and display no loyalty at all, the ‘promotionally oblivious’ (18 per 
cent of UK households), who are simply indifferent to in-store promotions and the ‘branded 
everyday low price seekers’, who are prepared to shop around to get low prices for their 
favourite brands, and represent 19 per cent of all UK households.?! 


Consumer socialisation 


The household unit provides the basic framework in which consumer socialisation occurs. 
Consumer socialisation is defined as the processes by which young people acquire skills, 
knowledge and attitudes relevant to their functioning as consumers in the marketplace. 
Learning, including acquiring consumption-related knowledge, is a lifelong process. 
However, the quantity and nature of learning that take place before early adulthood (around 
18), as well as its impact on subsequent learning, are sufficiently unique to justify focusing 
on childhood.*? 

It is important to understand both what behaviours children learn, and how those 
behaviours are associated with the purchase and use of goods and services. The ‘what’ of 
consumer learning refers to the content of learning, and the ‘how’ to the methods by which 
that content is acquired. 

The content of consumer learning can be broken down into two categories: directly 
relevant and indirectly relevant learning. Directly relevant aspects of consumer learning are 
those that are necessary if purchase and use are actually to take place. In other words, a 
person has to learn particular skills, such as how to shop, how to compare similar brands, 
how to budget available income, and so on.*? Knowledge about and attitudes towards 
stores, products, brands, salespeople, advertising media and promotions are examples of 
directly relevant consumer learning content. 

Indirectly relevant consumer learning content means everything that has been learned 
that motivates purchase and use behaviour. In other words, it is the knowledge, attitudes 
and values that cause people to want certain goods or services, and that allow them to attach 
differential evaluations to products and brands. For example, some consumers know (have 
learned) that Gucci is a prestigious brand name, and they may respond positively to various 
products carrying this name. This information about Gucci’s prestige is not necessary for 
carrying out the actual purchase (directly relevant), but it is extremely important for 
deciding to purchase and what to purchase (indirectly relevant). 


Consumer socialisation and advertising 


While the household unit is where most consumer socialisation occurs, advertising is also an 
important means by which children learn consumption-related behaviours and attitudes.34 
Criticism is often levelled at marketers for encouraging inappropriate or excessive 
consumption in children. For example, television, because of the passive nature in which it 
is viewed as well as its advertising content, has been linked with the increase in child obesity. 
Dr Dietz, from Boston’s New England Medical Center, told the 1997 Australasian Paediatric 
Conference in Christchurch that ‘US kids aged six to 11 spend more time watching TV than 
any other activity but sleep’, and that this, coupled with the fact that ‘Food ads are the most 
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frequent on children’s television programs, accounting for 40 per cent of all ads’, 
contributed to the emerging occurrence in children of diet-related obesity. He said that New 
Zealand had the worst record, as this country allowed 15 minutes of ads per hour during 
child viewing time. (In Australia, the norm is between 10 and 12 minutes, compared to 9 
minutes in the USA.) Dr Dietz warned of the effect of inactivity brought upon by television 
and concern for the safety of the children in the street—parents worried about letting their 
children play outside keep them indoors—and reminded his audience that the proportion of 
income spent on dining out or take-away food, rather than groceries, was similar in 
Australia and the USA (30%). If we consider, for example, the overt plan of McDonald’s to 
have a restaurant within 7 minutes of any American by the turn of the century, one that 
could be generalised globally in the longer term, we realise that such trends will only become 
more serious in the future.?° 

There is no doubt that targeting children is a well-tried strategy for many food 
companies. For example, the Smith’s Snackfood Company, whose brands include Samboy, 
CC’s, Twisties and Parker’s Pretzels as well as its core Smith’s brand, has licensed the 
Goosebumps books and videos, which have already proved a major hit with children aged 
8 to 14 and even younger. Early Nielsen ratings showed that the three first television 
episodes of ‘Goosebumps’ were watched by more than twice as many S- to 12-year-olds than 
were episodes of the ‘Agro Cartoon Connection’ on Channel 7. Smith’s inclusion of 
Goosebumps action cards in its range of snackfood products resulted in a spectacular sales 
increase for the range. Smith’s arch-competitor, Frito-lay, also used sales promotion 
effectively by offering a Star-Wars theme promotion for its Tazos premium.°° It seems that 
calls for more ethical and less exploitative strategies by concerned consumer and parents 
groups are warranted. 

Advertising often produces conflict between adults and children. While some countries 
have introduced legislation to regulate advertising aimed at children, neither Australia nor 
New Zealand has developed laws or regulations to that end. However, the Australian 
Broadcasting Tribunal has devised a set of guidelines with regards to Children’s Television 
Standards; the Television Program Standards also contain special Television Advertising 
Conditions, a section of which is dedicated to children and advertising (see Exhibit 8.9). 

In New Zealand, a clause in the New Zealand Committee of Advertising Practice’s Code 
on Advertising to Children, ratified in October 1989, reads as follows: ‘No advertisement 
may mislead or deceive children or take advantage of their credulity or lack of experience, 
or conflict with their sense of loyalty.’ While Television New Zealand and the Newspaper 
Publishers Association have their own codes for the protection of children, the advertising 
industry has decided that the codes of advertising practices should apply to all media. The 
New Zealand Direct Marketing Association has included a clause in its Telemarketing Code 
of Ethics which warns that ‘Care must be taken to ensure that telephone orders are not 
obtained from minors without adult approval’.?’ 

The widespread concern about the impact of television on children stems in part from the 
substantial amount of time Australian children spend viewing television. This viewing is spread 
throughout the week, though prime time (Monday-Sunday, 7.30-11.00 p.m.) is most popular 
except with younger viewers, who watch weekend morning programs extensively. 

The large amount of time children devote to watching television, including commercials, 
gives rise to four main areas of concern: 


1. The potential for commercial messages to generate intra-family conflict. 
2. The impact of commercial messages on children’s values. 
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3. The impact of commercial messages on children’s health and safety. 
4. The ability of children to understand and evaluate persuasive commercial messages.*® 


Family conflict, health/safety issues, and values are discussed below. The fourth issue has 
been discussed in Chapter 8, which deals with information processing. 


Family conflict 


Advertising can generate family conflict by encouraging children to want products their 
parents do not want them to have, or cannot afford to buy. One study of family conflict 
found that: 


» A majority of children were stimulated by television commercials to ask for toys and cereals. 
» Nearly half of these children argued with their parents over denials of their requests. 
» More than half became angry with their parents when the request was denied.°?” 


Such conflict is natural, and is not necessarily bad. It can, in fact, lead to useful learning 
experiences. But the concern is that the level of conflict induced by constant viewing of 
advertising is unhealthy.*° 


Health and safety 


Concern has also arisen that advertising may promote unsafe or dangerous behaviour. In 
many instances, advertising directed at adults is viewed by children, and the consequences 
are potentially harmful. 

Ensuring that advertisements portray only safe uses of products is sometimes difficult, but 
is not a controversial area. The advertising of health-related products, particularly snack foods 
and cereals, is much more controversial.*! The bulk of the controversy focuses on the heavy 
advertising emphasis placed on sugared products. Advertising sugared products does increase 
their consumption. However, this same advertising may also increase the consumption of 
related products, such as milk. What is not known (and probably cannot be determined) is the 
set of eating patterns that would exist in the absence of such advertising. That is, if children 
did not know about cereals such as Coco Pops, would they eat a more nutritious breakfast, a 
less nutritious breakfast, or perhaps no breakfast at all? However, extensive viewing of child- 
oriented advertising has been found to correlate with low nutritional awareness.’ 


Values 


Advertising is frequently criticised as fostering in children overly materialistic, self-centred, 
and short-term values—that is, a focus on seeking instant gratification. It has also been 
charged with portraying undesirable stereotypes of women and minority groups. 
Unfortunately, there is no sound evidence of the impact of advertising on children’s values. 


The role of the household in consumer socialisation 


Advertising and other marketing activities influence consumer socialisation, and the family 
unit exerts both direct and mediational influences.*? 


Direct influences 


Family members directly influence consumer socialisation through direct instrumental 
training and modelling. Direct instrumental training occurs when a parent, or a sibling, 
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specifically and directly attempts to bring about certain responses through reasoning or 
reinforcement. In other words, a parent may try to teach a child by direct means which 
snack foods should be consumed, by explicitly discussing nutrition. Or rules may be 
established that limit the consumption of some snack foods, and encourage the consumption 
of others.** 

A more common direct influence, modelling, occurs when a child learns appropriate (or 
inappropriate) consumption behaviours by observing others. Modelling frequently, 
though not always, occurs without direct instruction from the role model, and even 
without conscious thought or effort on the part of the child. It is an extremely important 
way for children to learn relevant skills, knowledge and attitudes. Children learn both 
positive and negative consumption patterns through modelling. For example, children 
whose parents smoke are more likely to start smoking than are children whose parents do 
not smoke. 


Mediation 
The role of the family in mediation can easily be seen in the following example: 


CHILD: Can Ihave one of those? See, it can walk! 
PARENT: No. That's just an advertisement. It won't really walk. They just make it look like it will so 
kids will buy them. 


The advertisement illustrated a product attribute and triggered a desire, but the parent 
altered the belief in the attribute and in the believability of advertising in general. This is 
not to suggest that family members mediate all commercials, or for all product categories, 
or even for all children. However, children generally learn about the purchase and use of 
products during interactions with other family members. Therefore, the firm wishing to 
influence children must do so in a manner consistent with the values of the rest of the 
family. 


Siauses 
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The household is the basic purchasing and consuming unit in Australasian society and is, therefore, 
of great importance to the marketing managers for most products. Family households are also the 
primary mechanism whereby cultural and social-class values and behaviour patterns are passed on 
to the next generation. 

The family household consists of two or more related persons living together in a dwelling unit. 
Non-family households are dwelling units occupied by one or more unrelated individuals. 

The household life cycle is the classification of the household into the stages through which it 
passes over time. Households, family and non-family, change over time at relatively predictable 
intervals based largely on demographic (and thus readily measurable) variables. The household life 
cycle is therefore a very valuable marketing tool because its stages provide marketers with 
segments that face similar consumption problems. 


continues... 
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The demographic variables most frequently used to define household life cycle are age and 
marital status of the head of the household, and the presence and age of children. Using these 
variables, specific stages can be determined and described. One common form of the life cycle lists 
the following stages: young single, young married, full nest I, single parent I, middle-aged single, 
empty nest I, full nest II, single parent II, empty nest II, and older single. 

Household decision making involves consideration of some very important and very complex 
questions. Who buys, who decides, and who uses are only a few of the questions that marketers 
must ask when dealing with products purchased and used by and for households. 

Marketing managers must analyse the household decision process separately for each product 
category within each target market. Household-member involvement in the decision process varies 
according to the involvement with the specific product, as well as the stage in the decision process. 
Role specialisation within the family also influences which household members are most likely to be 
directly involved in a purchase decision. Recent trends relating to household consumption were 
discussed in this chapter. 

Current trends in household consumption include the importance of the household pet, increased 
ownership of computers and video games, growth in the households reliance on services, and 
ethnic diversity, which is reflected in differing responses to marketing communications. 

Consumer socialisation deals with the processes by which young people (those in the age group 
0-18) learn how to become functioning consumers. How children become socialised (learn their 
own culture with respect to consumption) is very important to marketers interested in selling 
products to young people now or in the future. Consumer socialisation deals with the learning of 
both directly relevant purchasing skills (budgeting, shopping) and indirectly relevant purchasing skills 
(symbols of quality and prestige, for example). 

Governments, parents and marketing managers have all become concerned about the effects 
that television advertising can have on children’s learning and consumption activities. Recent 
attention has focused on four areas: the potential for commercial messages to generate intra-family 
conflict; the impact of commercial messages on children’s values; the effect of advertising on 
children’s health and safety; and the ability of children to understand and evaluate persuasive 
commercial messages. 

While marketing activities have a substantial impact on consumer socialisation, this impact is 
mediated by the family. Families also assist consumer socialisation through direct instrumental 
teaching and by providing role models. 


Key terms 


household user 

family husband-dominant decision making 
non-family households wife-dominant decision making 
household life cycle syncretic decision making 
information gatherer autonomic decision making 
influencer role specialisation 
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You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


AMR Quantum Harris http://www.amrquantum.com.au 


Dolly magazine http://www.dolly.ninemsn.com.au 
Frito-Lay http://www. fritolay.com 
McDonald's http://www.mcdonalds.com 
Nielsen http://www.nielsen.com 

Petnet http://www.petnet.com.au 


Review questions 


The household is described as ‘the basic consumption unit for consumer goods’. Why? 
What is a nuclear family? Can a single-parent family be a nuclear family? 
How does a non-family household differ from a family household? 
What is an extended family household? 
Why are households important to marketing managers? 
How has the distribution of household types in Australia or New Zealand been changing? What are 
the implications of these shifts? 
7. What is meant by the household life cycle? How do family and non-family households progress 
through this cycle? 
8. What is meant by the statement: ‘Each stage in the household life cycle poses a series of problems 
that household decision makers must solve’? 
9. Describe the general characteristics of each of the following stages in the household life cycle: 
a. Young single. f. Full nest II. 
b. Young married. Single parent II. 
c. Full nest I. Empty nest I. 
d. Single parent I. Older single. 
e. Middle-aged single. Empty nest II. 
10. Describe the HLC/social-stratification matrix. 
11. What is meant by household decision making? How can different members of the household be 
involved in different stages of the decision process? 
12. The text states that ‘Marketing managers must analyse the household decision process separately for 
each product category within each target market’. Why is this the case? 
13. What factors influence involvement by a household member in a purchase decision? 
14. What is meant by role specialisation with respect to household purchase decisions? 
15. What is consumer socialisation? How is knowledge of this useful to governments as well as 
marketing managers? 
16. Explain what this statement means: ‘Children learn directly relevant and indirectly relevant 
consumer skills and attitudes.’ 
17. How do children learn to become consumers? 
18. In what ways does the family influence children’s consumption learning? 
19. How does advertising affect consumer socialisation? 
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Liwruwewn questions 


Rank, from ‘most likely’ to ‘least likely’, the stages of the household life cycle in terms of the 
household’s probable purchase of: 


a. 2 SPOrts Car. d. A waterbed. 
b. A personal computer. e. A frozen dinner. 
c. A stereo system. f. Camping equipment. 


Justify your answer. 
Pick two stages in the HLC. Describe how your marketing strategy for time-share units would differ 
depending on which group was your primary target market. 
Do you think the trend towards non-family households will continue? Justify your response. 
What are the primary marketing implications of the household structure and income changes 
mentioned in this chapter? 
How would the marketing strategies for the following products differ by stage of the HLC (assume 
each stage is the target market)? 


a. A sports car. d. A waterbed. 
b. A personal computer. e. <A frozen dinner. 
c. A stereo system. f. Camping equipment. 


Create two different household structure/social-status matrixes using different measures of structure 
and status. How would the segments identified by these matrixes differ from each other, and from 
the ones in the text? 

What are the marketing implications of Figure 14.5? Figure 14.6? 

What effects do television commercials aimed at children under seven have on their socialisation 
process? How do these effects contribute to their behaviour as teenagers and young adults? What 
role should the government play in regulating television advertisements aimed at children under the 
age of seven? 

Answer Question 8 for children aged 7 to 10. 

Complete Figure 14.7 for the products listed in Question 1. 

Discuss some of the trends mentioned in this chapter in relation to households. Are there any others 
likely to influence marketing in the near future? 


EF ieyeet questions 


Interview a high school student who owns a mountain bike. Determine and describe the household 
decision process involved in the purchase. 

Interview two furniture salespersons from different outlets. Try to ascertain which stages in the life 
cycle constitute their primary markets, and why this is so. 

Interview one individual from each stage in the household life cycle. Determine and report the extent 
to which these individuals conform to the descriptions provided in the text. 

Interview a family with at least one child at home. Interview both the parents and the child, but 
interview the child separately. Try to determine the influence of each family member on the following 
products for the child’s use. In addition, ascertain what method(s) of conflict resolution are used for 
the following purchases: 
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a. a, bicycle. 
b. School clothes. 
c. Soft drinks. 


the HLC. What do you conclude? 
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d. Breakfast food. 


Television viewing. 

Movies. 

Interview a couple who have been married for between 10 and 15 years. Ascertain and report the 
degree and nature of role specialisation that has developed with respect to their purchase decisions. 
Examine five different magazines and count the advertisements that appear to portray each stage of 


Visit two of the Websites listed above. Can you guess from your visits which type of household is being 
targeted by the marketing manager of each company or product? If so, how? If not, is this a limitation 


of the Website? Elaborate on your answer. 
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Chapter objectives 


When you have worked through this chapter, you should understand: 
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the manner in which a group functions 

the various ways in which groups can be classified 

the impact that reference groups have on the consumption process 
how marketers can develop strategies based on group influences 


that roles of group members are also relevant to marketing strategies 


15.1 
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[: you had wanted to attend the biggest event in Vancouver in November 1997, the only 
group you would have needed to belong to was that of Sprint’s customer base. In an 
unprecedented move, US telecommunications giant Sprint signed a deal with the Rolling 
Stones, giving the company the right to sell more than half of all of the available tickets to 
the rock-and-roll group’s next concert tour. Now that all other tickets had been snatched 
from traditional outlets by Rolling Stones fans, the only way to see the concert was to be, 
or to become, one of Sprint’s long-distance-call customers. | 

The idea for the deal came from Sprint chairman William Esray’s assessment that the 
Stones fans, typically 25 to 45 years old, were a perfect target for the company because 
people in this age group are intense telecommunication users. In addition, the loyalty of the 
fans to the Rolling Stones was one that the company hoped might ‘rub off’ in its favour. As 
a result of this association, the Stones concert tour took on a decidedly high-tech flavour, 
with a Rolling Stones Internet site displayed on a giant screen beside the stage. 

The band’s own Web page—http://www.stones.com—even offered free e-mail forever! 
The launch of Windows ’95 using the famous ‘Start Me Up’ song marked the beginning of 
a happy association between Mike Jagger’s team and a number of technology-based firms. 
And the formula was expected to work; the aim was for 40 per cent of phone users to switch 
services in favour of Sprint, for the chance to see the Rolling Stones.! 

The existence of a strong and cohesive group of fans, such as those who follow the 
Rolling Stones, represents a major opportunity for many companies. Sprint’s strategy clearly 
involved aspects of the group influences depicted in Figure 15.1. 
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When you decided what to wear to the last party you attended, you probably based your 
decision in part on the anticipated judgment of the other individuals at the party. Also, your 
behaviour at an anniversary celebration for your grandparents would probably differ from 
your behaviour at a close friend’s 21st birthday party. These behaviours are responses to 
group influences. 

The term group, considered in its broadest sense, refers to two or more individuals who 
share a set of norms, values or beliefs and have certain implicitly or explicitly defined 
relationships that make their behaviours interdependent. Almost all consumer behaviour 
takes place within a group setting. In addition, groups serve as one of the primary agents of 
consumer socialisation and learning. Therefore, understanding how groups function is 
essential to understanding consumer behaviour. As the Sprint example illustrates, marketers 
use a knowledge of group influences when developing marketing strategy. 
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Types of groups 


The terms group and reference group need to be distinguished. The group was defined 
earlier; the reference group is a group whose presumed perspectives or values are being used 
by an individual as the basis for his or her current behaviour. In other words, a reference 
group is simply a group that an individual uses as a guide for behaviour in a specific 
situation. 

Most people belong to a number of different groups, and perhaps would like to belong 
to several others. When they are actively involved with a particular group, it generally 
functions as a reference group. As the situation changes, behaviour may be based on an 
entirely different group, which then becomes a reference group. Consumers may belong to 
many groups simultaneously, but they generally use only one group as a point of reference 
in any given situation. This is illustrated in Figure 15.2. 
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Groups may be classified according to a number of variables. Marketers have found three 
classification criteria to be particularly useful: membership, degree of contact and attraction. 

The membership criterion is dichotomous: a person either is a member of a particular 
group, or is not. Of course, some members are more secure in their membership than 
others—that is, some members feel they really ‘belong’ to a group, while others lack this 
confidence. However, membership is generally treated as an either/or criterion for 
classification purposes. 
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Degree of contact refers to how much interpersonal contact the group members have with 
each other. As group size increases, interpersonal contact tends to decrease. For example, 
less interpersonal contact would be expected with all other students of a university than with 
family or close friends. Degree of contact is generally treated as having two categories. 
Groups characterised by frequent interpersonal contact are called primary groups. Groups 
characterised by limited interpersonal contact are referred to as secondary groups. 

Attraction refers to the desirability that membership in a given group has for the 
individual. This can range from negative to positive. Groups with negative desirability can 
influence behaviour just as much as those with positive desirability do. For example, at one 
time, motorcycles became associated with disreputable groups such as motorbike gangs. 
Sales of motorcycles were limited because many people did not want to use a product 
associated with such groups. Therefore, motorcycle gangs served as negative reference 
eroups for those individuals. (However, they were a positive reference group for individuals 
identifying with groups such as the Hell’s Angels.) It took extensive advertising by firms such 
as Honda (‘You meet the nicest people on a Honda’) to change this image and increase 
market acceptance of motorcycles. 

Aspirational reference groups, which are non-membership groups with a positive attraction, 
exert a strong influence for some products. Individuals may purchase products thought to be 
used by the desired group in order to achieve actual or symbolic membership in the group. The 
‘Membership has its privileges’ theme in American Express advertisements illustrates this. 

Figure 15.3 illustrates the various types of groups that commonly influence consumer 
behaviour. The ways they influence behaviour are described below. 


Reference-group influences on the 
consumption process 


Discussions of group influences or conformity to group expectations frequently give rise to 
negative feelings. Conformity is often viewed as the practice of following the crowd, and not 
acting and thinking as an individual. It is important to achieve a more realistic view of 
conformity, since it is the mechanism that makes groups influential. Conformity is the 
tendency to want to be like relevant and significant others. 

Everybody conforms in a variety of ways to numerous groups. By conforming, consumers 
make their lives more pleasant. For example, the fact that we wear clothes when attending 
class means we are conforming to a basic societal norm. By the same token, wearing shorts, 
sandals and no shirt would be inappropriate clothing at most church services. It is important 
to remember that individuals do not generally consider these behaviours to constitute 
conformity. Normally, people conform without even being aware of doing so, though they 
may also frequently face conscious decisions on whether or not to go along with the group. 
When a person responds to group expectations, he or she is reacting to either role 
expectations (discussed in the next section) or group norms. 

Norms are general expectations about behaviours that are deemed appropriate for all persons 
in a social context, regardless of the position they hold. Norms arise quickly, often without verbal 
communication or direct thought, any time a group exists. Norms tend to cover all aspects of 
behaviour relevant to the group’s functioning, and violation of the norms can result in sanctions. 

Reference groups have been found to influence a wide range of consumption behaviours. 
Before examining the marketing implications of these findings, a closer examination of the 
nature of reference-group influence is needed. 
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The nature of reference-group influence 


Conformity is not a unidimensional concept.’ Three types of group influence are illustrated 
in Figure 15.4. It is important to distinguish between these types, since the marketing 


strategy required depends on the type of influence involved. 
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5, igure 15.4 Three types of group influences 
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Informational influence occurs when an individual uses the behaviours and opinions of 
reference group members as potentially useful pieces of information. For example, a person 
may notice several members of a given group using a particular brand of coffee. He or she 
may then decide to try that brand simply because there is evidence (its use by friends) that 
it may be a good brand. Or a person may decide to see a particular movie because a friend 
with similar tastes in movies recommends it. In these cases, conformity is simply the result 
of information shared by the group members. 

Normative influence, sometimes referred to as utilitarian influence, occurs when an 
individual fulfils group expectations to gain a direct reward or to avoid a sanction. The 
purchase of a given brand of coffee may aim at winning approval from a partner. Likewise, 
refraining from wearing the latest fashion may be the result of fear of teasing by friends. 

Identification influence, also called value-expressive influence, occurs when individuals 
use the perceived group norms and values as a guide for their own attitudes or values. The 
individual is using the group as a reference point for his or her own self-image. Peer 
reference groups appear to have a particularly important identification influence on 
adolescents. 

Figure 15.5 illustrates a series of consumption situations and the type of reference-group 
influence that is operating in each case. While this figure indicates the wide range of 
situations in which groups influence the consumption process, there are other situations in 
which groups have at most a limited, indirect effect.4 For example, actions such as 
purchasing a particular brand of aspirin or noticing a billboard advertisement are generally 
not subject to group influence. | 


Degree and type of reference-group influence 


Reference groups may have no influence in a given situation, or they may influence usage of 
the product category, the type of product used, and/or the brand used. Group influence is 
more likely to be a category influence than an influence that causes the purchase of a specific 
brand. That is, a group is likely to approve (or disapprove) a range of brands such as 
imported beers or luxury cars. 
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Situation Behavioural response Type of influence 


A friend mentions that 
Myer has a good selection 
of suits 


Needing a new suit, 
Tim visits a Myer store 


At several friends' 
homes, Maxwell House 
coffee is served 


Tim decides to give 
Maxwell House a try 


Informational 


The best skier in the 
group uses SOLOMON skis 


Tim buys a Set of 
SOLOMON skis 


Two neighbours joke about 
Tim's car being dirty 


Tim washes and waxes 
his car 


Tim notices that his 
friends buy premium 

beers though he can't 
taste the difference 


For parties, but not 
for home use, Tim buys 
premium beers 


An advertisement stresses 
that 'Even your friends 
won't tell you' if you have 
bad breath-they will 

just ignore you 


Tim buys the recom- 
mended mouthwash 


Over time, Tim notices 
that successful executives 
dress conservatively 


Tim believes that a 
conservative image is 
appropriate for execu- 
tives and develops a 
conservative wardrobe 


Tim sees an advertisement 
showing 'smart young 
people on the way up' 
serving Corona beer 


Tim begins to serve 
Corona beer 


Identification 


Tim decides that health 
foods are good for you 
and begins to consume 
them regularly 


Many of Tim's friends 
regularly consume health 
foods 


In addition, the nature of the influence (informational, normative or identification) may 
vary across situations. Therefore, it is useful to understand the conditions that are associated 
with various types and levels of reference-group influence. 


15.7 


15.8 SECTION FOUR EXTERNAL TN PLUENCES 


Determinants of the type of reference-group influence 


Any marketing attempt to utilise reference group influence requires an understanding of the 
type of influences operating. Therefore, it is important to be able to predict the relevant type 
of influence for a particular consumption situation. Table 15.1 summarises the association 
between three product characteristics and types of reference-group influence. 


L abie 15.1 Product characteristics and type of reference-group influence 


Reference-group influence 


Product characteristics Informational Normative Identification 


High product complexity 


High product conspicuousness + 
Low distinction among brands + + 
Note: 


+ indicates the presence of reference-group influence 
O indicates the absence of reference-group influence 


Source: Adapted from V. P. Lessig and C. W. Park (1982), ‘Motivational Reference Group Influences’, European Research, 
April, p. 98. 


This table represents a useful starting point when considering the type of influence 
relevant to a specific product. For example, a manager dealing with a complex, conspicuous 
product with a substantial variation among brands, such as skis or sports cars, would expect 
to find a high level of both normative and identification reference-group influence. This, in 
turn, would suggest appropriate advertising themes. 


Determinants of the degree of reference-group influence 


Table 15.2 shows how two consumption situation characteristics—necessity/non-necessity 
and visible/private consumption—combine to influence the degree of reference-group 
influence likely to operate in a specific situation. The following paragraphs discuss these and 
three additional determinants of reference group influences. 

Group influence is strongest when the use of the product or brand is visible to the group. 
For a product such as aerobic shoes, the product category (shoes), product type (aerobic), 
and brand (Reebok) are all visible. A dress is visible in terms of product category and 
product type (style), but the brand is less obvious. The consumption of other products such 
as vitamins is generally private. Reference-group influence typically affects only those 
aspects of the product (category, type, or brand) that are visible to the group. 

Reference-group influence increases as the degree of necessity of an item decreases. Hence 
reference groups have strong influence on the ownership of non-necessities such as 
sailboards and stereo systems, but much less influence on necessities such as wristwatches 
and fridges. 

In general, the more commitment an individual feels to a group, the more the individual 
will conform to the group norms. Consumers are much more likely to consider group 
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expectations when dressing for a dinner with a group they would like to join (or stay with) 
than for dinner with a group that is unimportant to them. 

The fourth factor influencing the impact of a reference group on an individual’s behaviour 
is the relevance of the behaviour to the group. The more relevant a particular activity is to 
the group’s functioning, the stronger the pressure to conform to the group norms concerning 
that activity. For example, style of dress may be important to a social group that frequently 
eats dinner together at good restaurants, and unimportant to a reference group that meets 
for netball practice on Thursday nights. 

In Australia, a substantial element of social identification involves the make of car people 
choose. Advertisements for cars can very blatantly emphasise such social-identification aims 
of car selection. 


L able 15.2 Two consumption-situation characteristics and product/brand choice 


Degree needed 


Consumption Necessity Non-necessity 

Weak reference-group influence Strong reference-group influence 

on product on product 
Visible Public necessities Public luxuries 
Strong reference-group Influence: Weak product Influence: Strong product and 
influence on brand and strong brand brand 

Examples: wristwatch, car Examples: snow skis, sailboat 
Private Private necessities Private luxuries 
Weak reference-group Influence: Weak product and Influence: Strong product and 
influence on brand brand weak brand 

Examples: mattress, fridge Examples: TV game, electric can opener 


Source: Adapted from W. D. Bearden and M. J. Etzel (1982), ‘Reference Group Influence on Product and Brand Purchase 
Decision’, Journal of Consumer Research, September, p. 185. 


The final factor that affects the degree of reference-group influence is the imdividual’s 
confidence in the purchase situation. A study, based on US data, found the purchase of 
colour television sets, cars, home air-conditioners, insurance, fridges, medical services, 
magazines or books, clothing and furniture to be particularly susceptible to reference-group 
influence. Several of these products, such as insurance and medical services, are neither 
visible nor important to group functioning. Yet they are important to the individual, and are 
products about which most individuals have limited information. Group influence is strong 
because of the individual’s lack of confidence in purchasing these products. Moreover, in 
addition to differing degrees of confidence in the purchase situation, there is evidence that 
individuals differ in their personal tendency to be influenced by reference groups.° 


15.10 SECTPON FOUR PATERNAL CN EUUGENCES 


Figure 15.6 summarises the manner in which these factors influence product and brand 
usage. Marketing managers can use this structure to determine the likely degree of group 
influence on the consumption of their brand. 
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Mi arketing strategies based on reference-group 
influences 


Reference-group influence is used by marketers primarily in the areas of advertising and 
personal selling. While it can be used to help make a price acceptable, reference-group 
influence is seldom used in setting a price level. Nor does it provide much help for product- 
design decisions. It does play a role in distribution decisions, but these are more closely 
related to personal selling. 

The first task the manager faces in using reference-group influence is to determine the 
degree and nature of reference-group influence that exists, or that can be created, for the 
product in question. Table 15.2 and Figure 15.6 provide the starting point for this analysis. 


CHAPTER 13 GROUP INFLUENCE ON CONSUMER BEHAVIOUR 15.11 


Personal sales strategies 


The power of group norms has been demonstrated in a series of studies now generally 
referred to as the Asch experiments or the Asch phenomenon. The basic Asch study is 
described in Exhibit 15.1. 


E xmivit 15.1 Utilisation of the Asch phenomenon in personal selling 


The classic Asch experiment 


Eight subjects are brought into a room and asked to determine which of a set of three unequal lines are closest 
to the length of a fourth line shown some distance from the other three. The subjects are to announce their 
judgments publicly. Seven of the subjects are working for the experimenter, and they announce incorrect matches. 

The order of announcement is arranged so that the naive subject responds last. In a control situation, 37 naive 
subjects performed the task 18 times each without any information about others’ choices. Two of the 37 subjects 
made a total of three mistakes. However, when another group of 50 naive subjects responded after hearing the 
unanimous but incorrect judgment of the other group members, 37 subjects made a total of 194 errors, all of 
which were in agreement with the mistakes made by the group.® 


The Asch format in personal selling 


A group of potential customers—owners and salespeople of small firms—are brought together in a central location 
for a sales presentation. As each design is presented, the salesman scans the expressions of the people in the 
group, looking for the one who shows approval of the design (e.g. head nodding). He then asks that person for 
an opinion, since the opinion is certain to be favourable. The person is asked to elaborate. As he or she does so, 
the salesman scans the faces of the other people, looking for more support. He then asks for an opinion of the 
next person now showing most approval. He continues until he reaches the person who initially showed the most 
disapproval. In this way, by using the first person as a model, and by social group pressure on the last person, the 
salesman gets all or most of the people in the group to make a positive public statement about the design.’ 


Source: Adapted from S. E. Asch, ‘Effects of Group Pressure upon the Modification and Distortion of Judgments’, in eds E. E. 
MacCoby et al. (1958), Readings in Social Psychology, Holt, Rinehart & Winston, New York, pp. 174-83; P. Zimbardo and E. 
Ebbesen (1970), Influencing Attitudes and Changing Behavior, Addison-Wesley Publishing, Reading, Mass., pp. 114-22. 


This study has been repeated in a variety of formats, and has generally achieved the same 
results. Interviews with respondents after the experiments found that many changed their 
beliefs about which answers were correct. Therefore, more than just verbal conformity 
occurs. In addition, many respondents who expressed correct judgments indicated doubts 
about their own accuracy afterwards. 

It is interesting to note that the conformity being obtained was among strangers with 
respect to a discrete, physical task that had an objective, correct answer. Imagine how much 
stronger the pressures to conform can be among friends, or when the task is less well 
defined, such as preferring one brand or style over another. 

Exhibit 15.1 also illustrates one way that the Asch phenomenon has been used by 
marketers in a personal selling situation. 
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Tupperware, Avon, Nutri-Metics and Amway all use ‘party’ sales situations in which 
reference-group behaviour encourages sales. Tupperware products are of the kind for which 
we would not normally predict a strong level of reference-group influence. They involve 
private usage, limited relevance to the group, fairly high individual purchase skills, and are 
necessary items. However, by making the purchase itself part of a party at a friend’s home, 
the situation is dramatically changed. Now the purchase act is the focus of attention, and it 
is visible and highly relevant to the party group to which the individual usually has a fair 
degree of commitment.® 


Advertising strategies 


Marketers use all three types of reference-group influence when developing advertisements. 
Advertising and—to a lesser extent—personal selling using group influence are 
controversial. This is particularly true when sanctions for not using the product or brand are 
implied. Similar concerns have been raised about advertisements designed to create or 
enhance insecurities in adults. The marketing manager must therefore consider the ethics as 
well as the probable effectiveness of this type of advertisement. 

Recent technological developments such as the Internet have also enabled marketers not only 
to use existing groups, but also to foster the creation of others for the purpose of disseminating 
information or create brand loyalty. For example, Libra has created a Website accessible to girls, 
primarily those aged 12 to 15, but also including the 16- to 24-year-olds. The Libragirl site 
offers a number of premiums as well as information, some of which are accessible only through 
a password system. In addition, the site includes a number of interactive elements such as the 
‘shelter shed’, where site visitors can compare their dream dates, give their boyfriend a 
‘kissability’ rating or participate in competitions such as the ‘date from hell’. The site aims ‘to 
replicate the tone of popular girls’ magazines and to develop a sense of clubbiness’.? 

The concept of such ‘consumption communities’ has been of much interest to marketers 
in recent years, and the Internet seems to be the ideal tool for capitalising on, as well as 
fostering, such patterns of consumption based on similarities in values and lifestyles.!° 


Roles 


Roles are defined and enacted within groups. A role is a prescribed pattern of behaviour 
expected of a person in a given situation by virtue of the person’s position in that situation. 
In other words, while an individual is required to perform in a certain way, the expected 
behaviours are based on the position itself and not on the individual involved. For example, 
in your role as a student, certain behaviours are expected of you, such as attending class and 
studying. The same general behaviours are expected of all other students. Roles are based 
on positions, not individuals. 

However, while all students in a given class are expected to exhibit certain behaviours, 
the manner in which these expectations are fulfilled varies dramatically from individual to 
individual. Some students arrive at class early, take many notes, and ask numerous 
questions. Others come to class consistently, but never ask questions. Still others come to 
class only occasionally. Role style refers to these individual variations in the performance of 
a given role. Role parameters represent the range of behaviour acceptable within a given 
role. The role of a university student has wide parameters, while the role of an officer in the 
navy carries very narrow parameters. 
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Sanctions are punishments imposed on individuals for violating role parameters. A 
student who fails to attend class or disrupts the conduct of the class is generally subject to 
sanctions ranging from mild reprimands to dismissal. The most severe sanction for most role 
violations is disqualification from that role. Therefore, an individual’s role commitment, or 
desire to continue in the role position, is an important determinant of the effectiveness of 
the sanctions and the likelihood that the individual will remain within the role parameters. 

Every person fulfils numerous roles. When an individual attempts to fill more roles than 
the available time, energy, or money allows, role overload occurs.!! Occasionally two roles 
demand different behaviours. In numerous situations, a fairly typical student will face 
incompatible role demands. For example, the football team member role may require 
practice one evening, while the student role requires library research. This is known as role 
conflict.!* Most career-oriented individuals experience conflicts between their role as family 
member (husband, wife, father or mother) and their career. Figure 15.7 shows how an 
individual student may fulfil a variety of roles. 


07 igure 15.7 — Role set for a student 


Liberal 


Marketing Young 
club female 


member 


Church 


siete member 
Many other 


ts ee Individual 


Flatmate University 


student 


Daughter Basketball 
player 


The set of roles that an individual fulfils over time is not static. Individuals acquire new 
roles (role acquisition) and drop existing roles (role deletion). Since roles often require 
products, individuals must learn which products are appropriate for their new roles. A 
student may drop his or her roles as a university student, netball or basketball player, and 
bookshop employee. He or she may acquire additional roles such as assistant product 
manager, parent, and tennis-club member. To be effective in these new roles, he or she will 
have to learn new behaviours and consume different products. 
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Roles themselves are not static over time. Role evolution occurs. The behaviours and 
products appropriate for a given role change with time. For example, Chapter 12 discussed 
the changes associated with the evolution of gender roles. 7 

A role stereotype is a shared visualisation of the ideal performer of a given role.'3 Most 
people share a common view of the physical and behavioural characteristics of a doctor, 
solicitor or schoolteacher. If you imagine any of these occupational types, chances are that 
your mental image will be similar to the image held by your classmates. The fact that large 
numbers of people share such common images is quite useful to marketing managers. 


Application of role theory in marketing practice 


Role-related product cluster 


A role-related product cluster is a set of products generally considered necessary in order to 
fulfil a given role properly. The products may be functionally necessary for fulfilling the role, 
or they may be symbolically important. For example, the boots associated with the horse- 
rider role were originally functional. The pointed toe allowed the foot to enter the stirrup 
quickly and easily, while the high heel prevented the foot from sliding through the stirrup. 
The high sides of the boot protected the rider’s ankles from thorns. Today, the horse-rider 
role still calls for boots, although few urban riders spend much time in the saddle. The boot 
is now symbolically tied to the horse-rider role. 

The influence of the settlers’ legacy is obvious when considering the new popularity of 
products historically aimed at the outdoor/farming market, but now aimed at urban 
sophisticates. In Australia and New Zealand, oilskin coats are bought today not just by 
keen horse-riders, but also by fashion-conscious young urbanites. Sales of Driza-Bone 
coats are booming, and Akubra hats are also selling fast. In many ways, the success of 
four-wheel-drive vehicles, which predominantly are used in a very tame urban context, 
also stems from a similar need to relate to the pioneering and bush-based culture of 
Australasia. 

Role-related clusters are important because they define both appropriate and 
Inappropriate products for a given role. Since many products are designed to enhance role 
performance, marketing managers must be sure that their products fit with both existing 
and evolving roles. 


Evolving roles 


As roles evolve and change, challenges and opportunities are created for marketers. For 
example, the shifting role of women now includes an active participation in sports. In 
response to this trend, numerous companies have introduced sports clothes and sports 
equipment for women. Likewise, the increasing number of businesswomen has resulted in 
travel bags designed to hold dresses or suits. The location and operating hours of many retail 
outlets now reflect the changed shopping patterns caused by widespread female 
participation in the workforce. 

By the same token, fathers are now taking a more active part in the rearing of their 
children. The role of men in rearing chidren is more often being portrayed in advertisements, 
as demonstrated by the Chem-mart newspaper advertisement in Exhibit 15.2. Marketers 
must be prepared to adjust product, promotion and distribution in order to stay in tune with 
evolving roles. 
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xhibit 15.2 Advertisement focusing on the evolving role of the active 
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Role conflict and role overload 


As roles evolve and change, new types of role conflicts come into existence. These role 
conflicts offer opportunities for marketers. For example, airlines may alter their 
pricing policies and offer a discount on a second ticket or even a free ticket, in an 
attempt to capitalise on conflicts between career and family roles—the airlines may 
hope that their offer will encourage both partners in a relationship to travel together 
where one of them is finding that his or her roles as a business person and as a partner 
are conflicting. 

Students are frequently advised of the existence of speed-reading courses that promise to 
improve classroom performance and reduce conflict between the student role and other 
roles, by reducing the time required for studying. 

With increasing participation of women in the workforce, role overload has become more 
common for both females and males. This presents marketers with the opportunity and 
challenge to provide time-saving products and shopping opportunities.'* The advertisement 
shown in Exhibit 15.3 illustrates the theme of time-saving investment support for a busy 
working mother. 


father 
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xhibit 15.3 Advertisement focusing on the offer of time saving and financial support 
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Role acquisition and transition 


Role acquisitions and transitions present marketers with the opportunity to associate their 
products or brands with the new role.'> For example, the growing trend in favour of 
fitness has created a group of people to whom traditional soft drinks have no appeal. New 
brands of sports drink have accordingly been launched, including Gatorade and 
Powerade, which are consumed predominantly in sports-related situations by men aged 
15 to 24. Sales soared from $A3 million in 1991 to $A80 million in 1994.!¢ As these 
drinks have become identified with sports and fitness, their consumption has also spread 
to peripheral groups that value these images without necessarily putting their admiration 
into practice! 

Associating a product with a new role is a useful approach by marketers, particularly 
as major role changes occur for significant numbers of people. For example, the role 
change from young single to young married person happens to most people in society, and 
requires a significant shift in role-related behaviours. Other common role transitions 
include student to employee, married to divorced, no children to parent, and employed to 
retired.!” 
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Sucimaty 


A group in its broadest sense includes two or more individuals who share a set of norms, values or 
beliefs and have certain implicit or explicit relationships such that their behaviours are inter- 
dependent. Groups may be classified on the basis of membership, nature of contact, and attraction. 

Some groups require membership; others (e.g. aspirational groups) do not. The nature of contact is 
based on the degree of interpersonal contact. Groups that have frequent personal contact are called 
primary groups, while those with limited interpersonal contact are called secondary groups. Attraction 
refers to the degree of positive or negative desirability the group has to the individual. 

Norms are general expectations about behaviours that are deemed appropriate for all persons in 
a social context, regardless of the position they hold. Norms arise quickly and naturally in any group 
situation. The degree of conformity to group norms is a function of: 


the visibility of the usage situation 

the level of commitment to the group the individual feels 

the relevance of the behaviour to the functioning of the group 

the individual’s confidence in his or her own judgement in the area 
the necessity/non-necessity nature of the product 


VVVVY 


Group influence varies across situations. Informational influence occurs when individuals simply 
acquire information shared by group members. Normative influence is stronger because an individual 
conforms to group expectations to gain approval or avoid disapproval. Identification conformity is still 
stronger since an individual uses the group norms and identifies with them as a part of his or her 
self-concept and identity. 

A role is defined as a prescribed pattern of behaviour expected of a person in a given situation 
by virtue of the person’s position in that situation. Hence, roles are based on positions and situations 
and not on individuals. Many characteristics affect role behaviour, such as role style and parameters, 
the individual's commitment to a certain role, and role conflict. An important use of role theory in 
marketing revolves around the fact that there is usually a set of products considered necessary for 
fulfilling a given role properly—in other words, a role-related product cluster. Marketers also structure 
strategies around role conflict, role acquisition, role evolution and role overload. 


Ks% terms 


group influence role style 

reference group role parameters 
conformity role stereotype 

norms role-related product cluster 
informational influence role conflict 

normative influence role overload 

identification influence sanctions 

aspirational reference group role commitment 

roles 
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W ebsites 


You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services or recent advertising campaigns: 


Libra 


http://www.libragirl.com.au 


Pepsi Cola http://www.pepsi.com 
Rolling Stones http://www.stones.com 


oa 


Riview questions 


What is a negative-attraction reference group? In what way can negative-attraction reference groups 
influence consumer behaviour? 

What criteria are used by marketers to classify groups? 

What is an aspirational reference group? How can an aspirational reference group influence behaviour? 
How does a group differ from a reference group? 

What is the Asch phenomenon? 

What factors determine the degree of influence a reference group will have on a given consumer decision? 
What types of group influence exist? Why must a marketing manager be aware of these separate 
types of group influence? 

What product characteristics appear to affect the type of reference-group influence that will exist in 
a given situation? 

How can personal sales strategies use a knowledge of reference group influence? 

How can a marketer use a knowledge of reference-group influences to develop advertising strategies? 
What is a role? 

How does role style relate to role parameters? 

How does a role sanction relate to a role parameter? 

How does role commitment relate to role sanctions? 

What is role conflict? How can marketers use role conflict in product development and promotion? 
What is a role stereotype? How do marketers use role stereotypes? 

What is a role-related product cluster? Why is it important to marketing managers? 

How does a group norm differ from a role? 

What is meant by role acquisition? How can marketers use this phenomenon? 

What is role evolution? Why is this concept important to marketing managers? 


Discussion questions 


Using university students as the market segment, describe the most relevant reference group(s) and 
indicate the probable degree of influence for each of the following decisions: 


a. Purchase of car insurance. e. Selection of a novel to read. 
b. Contribution to superannuation. f. Selection of a pet. 

c. Brand of bicycle to buy. g. Brand of mouthwash to buy. 
d. Brand of suit to buy. h. Brand of aspirin to buy. 


(oe) 
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Answer the following questions in relation to one of the following products: a mountain bike, health 

insurance, toothpaste, a car, wine or a newspaper. 

a. How important are reference groups to the purchase of this product? Would their influence also 
affect the brand or model? Would their influence be informational, normative or identification? 
Justify your answers. 

b. What reference groups would be relevant to the decision to purchase this product (based on your 
knowledge of the students on your campus)? 

c. What are the norms of the social groups of which you are a member concerning this product? 

d. Could an Asch-type situation be used to sell this product? 

e. How could this product be associated with the student role on your campus? 

Describe five groups to which you belong, and give two examples of purchase instances when each 

served as a reference group. 

Describe two groups that serve as aspirational reference groups for you. In what ways, if any, have 

they influenced your consumption patterns? 

Describe two groups to which you belong. For each, give two examples of instances when the group 

has exerted (a) informational, (b) normative and (c) identification influence on non-necessities. 

Why is reference-group influence weak on product ownership (use) of necessities, and strong on non- 

necessities? 

Describe the role-related product cluster for students in your course on your campus. In what ways 

will this product cluster change when you begin your career? 

Describe three situations in which you have experienced role conflict. 

Describe a situation in which you have violated a group norm with respect to product ownership or 

use. What sanctions, if any, were applied? 

Describe a recent role acquisition that you have engaged in. What new functional products were 

required? Were any symbolic products required? 


Peerocr questions 


Find three advertisements that use reference groups in an attempt to gain patronage. 

a. Describe the advertisement. 

b. Describe the type of reference group being used. 

c. Describe the type of conformity being sought. 

Find three advertisements that use role stereotypes, and describe the type of role being portrayed. 
Find and describe an advertisement, product or other use of the marketing mix based on role 
conflict. 

Perform the following activities for: a bicycle, health insurance, toothpaste, a car, wine, or a 
newspaper. 

Develop an advertisement using an informational reference-group influence. 

Develop an advertisement using a normative reference-group influence. 

Develop an advertisement using an identification reference-group influence. 

Develop an advertisement using a role-related product-cluster approach. 

Develop an advertisement using a role-conflict approach. 

. Develop an advertisement using a role-acquisition approach. 

Interview: (a) five students, (b) five working women, or (c) five working men with children at home 
to determine the types of role conflicts they face. What marketing opportunities are suggested-by your 
results? 


moan op 
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Interview five males and five females who have recently moved out of home, to determine how their 
consumption patterns have changed as a result of their role change. What marketing opportunities are 


suggested by your results? 


Interview five recent university graduates now employed in a management or sales position to 
determine how their consumption patterns have changed as a result of their role change. What 
marketing opportunities are suggested by your results? 

Find two advertisements that use the role-related product-cluster approach. What role is being used? 


Is the advertisement effective? Why? 


Examine one of the Websites listed above. How is group influence utilised? Are Website visitors 
constituents of a group? Should the marketer of this company or product amend the Website to 


include such group influences? How? 
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CHAPTER 16 


roup communications 


Chapter objectives 


When you have worked through this chapter, you should understand: 


> 
> 
> 


> 


the nature of word of mouth, and its implications 
that group communication is an important marketing factor 


the importance of opinion leaders in shaping the behaviour of others in the 
marketplace 


market mavens and their roles in disseminating information 
the concept of diffusion of innovation 


the different adopter groups and their characteristics 


16.1 


16.2 
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Ce communicate with each other all the time. For some industries, this type of 
communication can make or break the success of a particular venture or company. 

Here is an example. Film theatres and film distributors spend considerable amounts 
trying to entice their audience to come and see the latest releases at their local cinema. But, 
despite increasing budgets, box-office takings can be difficult to anticipate. In particular, the 
smaller, more intimate films have been known to exceed all expectations in terms of the 
number of seats sold. Such gems of Australian cinematography as Love and Other 
Catastrophes, for which the total production budget was a mere $A50 000, have filled 
cinemas around the country and have then taken the international scene by a storm. Quirky 
and almost as cheap to shoot as Love and Other Catastrophes, The Castle is still running in 
many theatres, months after its first release. 

What explains such success without the might of the heavy ‘Hollywood-style’ pre-launch 
hype? Simply put, the reason is audience appreciation, which spreads from friend to friend 
and soon becomes the best possible promotion: word of mouth, in this case positive 
publicity. People often trust the opinions of acquaintances and relatives much more readily 
than they do the professional critics, or any amount of promotional material. 

Theatres showing these less-promoted films have been quick to capitalise on this 
phenomenon. When Ulee’s Gold, a non-mainstream movie with cult actor Peter Fonda, was 
launched by the Palace in Adelaide, selected members of the Palace Club were invited free 
of charge to a midday viewing. Management could be assured that these loyal and frequent 
users of the theatre could be trusted to praise the merits of the film to people they knew in 
a more eloquent and convincing manner than radio spots or print ads ever could. 

Of course, word of mouth is a double-edged sword. Companies sometimes suffer from 
disastrous word-of-mouth messages, where the negative effects reach epidemic proportions. 
These crises are sometimes brought about by a real problem—for instance, when Arnott’s 
biscuits were under threat of poisoning, or when BHP was involved in the Ok Tedi mine in 
Papua New Guinea. At other times, however, rumours can be quite unfounded and will still 
provoke consumers’ fear and a negative chain reaction, such as when McDonald’s 
hamburgers were said to contain worms.! 

These examples illustrate the enormous power of word-of-mouth communications, 
particularly in the case of new products. The dynamics of word-of-mouth communications 
are shown in more detail in Figure 16.1. 


Communication within groups 


Many consumers only learn about products through direct exposure at the retail-outlet 
level, or from other individuals. While many consumers undoubtedly try the product after 
seeing it used in a store, most learn about it from friends. The latter process is referred to as 
word-of-mouth communication,’ and is illustrated in Figure 16.1. People learn about new 
products from friends and other reference groups by observing or participating with them 
as they use the product, or by seeking or receiving advice and information from them. 

Figure 16.2 illustrates the relative importance of various information sources to 
purchasers of home video-game hardware. Several findings shown in this figure are 
noteworthy. 

First, a variety of information sources are considered important to purchasers. However, 
reference-group sources are considered as important as all of the other sources combined. 
This is not unusual in situations involving a major purchase. 
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07 igure 16.1 The dynamics of word-of-mouth communication 
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A second finding is that the relative importance of information sources is not the same 
for all groups. Not surprisingly, children have a much smaller influence on young adults 
than on older adults (who are likely to have more, and older, children at home). And, 
obviously, different sources of information are used for different products. For example, 
children are not likely to be an information source for life insurance. 

Another key aspect shown in Figure 16.2 is the fact that using the product at a friend’s 
home is an important source of information. Many products would no doubt benefit from 
a similar process of exposure. 

Figure 16.2 indicates the importance that personal sources of information have in at least 
some purchase decisions. Individuals who supply consumption-related information to others 
are referred to as opinion leaders. 

Companies may try to emulate credible information sources by providing information in 
a format that differs from a traditional advertisement. By using a ‘special features’ design in 
a magazine, advertisers seek to imitate the look and tone of that magazine’s editorial 
content, which is often seen as more trustworthy than advertisements by readers. A similar 
approach is sometimes undertaken by advertisers on television: using an ‘Info-mercial’ 
format which emulates a news bulletin for the purpose of providing advertising messages. 


Opinion leadership 


Information is the primary tool marketers use to influence consumer behaviour. While 
information is ultimately processed by an individual, in a substantial number of cases one 
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07 igure 16.2 — Relative importance of information sources for purchasers of 
home video-game hardware 


Source Index of relative importance 


Played at aes 


friend's home 


friend 


store 
10.3 
| operated 


articles 


| Advertising 
| Manufacturer oe 4.0 
| brochures 
4.5 
mk 

Salesperson 

| 
5 10 15 20 25 


|| Under 25 | Over 35 


CHAPTER 16 GROUP COMMUNICATIONS 


or more group members filter, interpret or provide the information for the individual. The 
person who performs this task or role is known as an opinion leader. The process of one 
person receiving information from the mass media or other marketing sources and passing 
that information on to others is known as the two-step flow of communications. 

The two-step flow explains some aspects of communication within groups, but is too 
simplistic to account for most communication flows. What usually happens is a multistep 
flow of communication.’ Figure 16.3 contrasts the direct flow with a multistep flow of mass 
communications. 


07 igure 16.3 Mass-communication information flows 
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The multistep flow involves the active search by opinion leaders for relevant information on 
a particular product area from the mass media as well as other sources. These opinion leaders 
process this information and transmit their interpretations of it to some members of their 
groups. These group members also receive information from the mass media, as well as from 
group members who are not opinion leaders. Figure 16.3 also indicates that these non-opinion 
leaders often initiate requests for information and supply feedback to the opinion leaders.’ 


Situations in which opinion leadership occurs 


The exchange of advice and information between group members can occur: 


1. when one individual seeks information from another 
2. when one individual volunteers information 
3. asa by-product of normal group interaction 
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Imagine that you are about to make a purchase in a product category with which you are 
not very familiar. Imagine, further, that the purchase is important to you—perhaps a new 
sound system, skis, a bicycle, or jogging shoes. How would you go about deciding what type 
and brand to buy? Chances are you would, among other things, consult someone you know 
whom you believe to be knowledgeable about the product category. This person would be 
an opinion leader for you. 

Note that a high-involvement purchase situation has been described here, one in which 
the purchaser had limited product knowledge. As described in Chapter 1, high-involvement 
purchases often involve extended decision making, which may include seeking an opinion 
leader. Figure 16.4 illustrates the factors that would lead to this situation. Of course, though, 
both product involvement and knowledge will vary from consumer to consumer. 


07 igure 16.4 Likelihood of seeking an opinion leader 
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Industrial and retail buyers behave in a manner similar to consumers when seeking 
information from members of their reference groups (other purchasing agents and 
businesspeople). For example, one US study found these personal information sources to be 
significantly more important for retail buyers when purchasing a complex item than when 
purchasing a relatively simple itém.° 

In a low-involvement purchase, the consumer is less likely to seek an opinion leader. 
(Imagine asking a friend which brand of shoe polish is best!) However, opinion leaders may 
well volunteer information on low-involvement products. Of course, such products and 
purchases would not be low involvement for the opinion leader. For example, most people 
would consider tinned tomatoes an unimportant (low-involvement) purchase. However, a 
person concerned with health could be highly involved with such food purchases. Such a 
person could well seek out information and provide unsolicited opinions on the salt content 
of various brands of tinned tomatoes. 
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In addition to explicitly seeking or volunteering information, group members provide 
information to each other through observable behaviours. For example, suppose you visit a 
friend’s house and are served a Diet Coke and play a video game. You learn from this that 
your friend likes these products, and you gain personal experience with them. 


Characteristics of opinion leaders 


What characterises opinion leaders? The most salient characteristic is greater long-term 
involvement with the product category than the non-opinion leaders in the group. This 
greater long-term involvement is referred to as enduring involvement, and it results in 
enhanced knowledge about, and experience with, the product category or activity.° This 
knowledge and experience makes opinion leadership possible. An individual therefore tends 
to be an opinion leader for specific product or activity clusters only. 

Opinion leadership functions primarily through interpersonal communications and 
observation. These activities occur most frequently among individuals with similar 
demographic characteristics. Therefore, it is not surprising that opinion leaders are found 
within all demographic segments of the population, and seldom differ significantly on 
demographic variables from the people they influence. 

There is limited evidence that opinion leaders are somewhat more gregarious than others. 
A personality trait, public individuation, also seems to characterise opinion leaders. Public 
individuation is a willingness to act differently from one’s peers even if this attracts 
attention.’ Opinion leaders also have higher levels of exposure to relevant media than do 
non-opinion leaders. 

In addition to the above individual characteristics associated with opinion leadership, a 
very important situational characteristic has been identified: product (or store) 
dissatisfaction. Substantial research evidence indicates that dissatisfied consumers are highly 
motivated to tell others about the reasons for their dissatisfaction, and these negative 
messages influence the recipients’ attitudes and behaviours (see Chapter 7).° This 
phenomenon makes imperative both consistent product quality and quick, positive 
responses to consumer complaints. 


The market maven 


Opinion leaders are generally product or activity specific. However, some individuals appear 
to have information about many kinds of products, places to shop, and other aspects of 
markets. They both initiate discussions with others about products and shopping and 
respond to requests for market information. They are referred to as market mavens, a term 
coined by two US academics in 1987.? 

Market mavens provide significant amounts of information to others across a wide array 
of products, including durables and non-durables, services, and store types. They provide 
information on product quality, sales, usual prices, product availability, store personnel 
characteristics, and other features of relevance to consumers. Like opinion leaders, market 
mavens do not differ demographically from those they provide information to, except that 
they are slightly more likely to be female, 40+, with an above-average income. 

Although market mavens are demographically similar to others, they have unique media 
habits. They are extensive users of media, particularly direct mail and homemaker’s 
magazines. They also watch television more frequently, and listen to the radio more often 
than others. These media patterns provide an avenue for marketers wishing to communicate 
with this important group. 
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A large-scale study conducted in Australia in 1994 revealed that market mavens could be 
found ‘down under’ too, and that they also crossed lifestyles and social segments. In Australia, 
the number of market mavens is estimated to be 1 360 000 female mavens and 1 170 000 male 
mavens, representing almost 20 per cent of the population of the three main cities of Australia. 
Of these, almost 40 per cent were 35 to 49 years of age, 33 per cent were over 50, and 27 per 
cent were under 35. Australian market mavens were identified as people who like introducing 
new brands and products to friends, like helping people by providing information about many 
kinds of products, expect to be asked by others about product, stores and sales, know where 
people should get the items they are seeking, are considered knowledgeable by others, and are 
not limited to one field in terms of expertise.!° 

The study also described the market mavens of all Australian capital cities in terms of key 
values, and Table 16.1 shows a summary of the findings. 


L able 16.1 Values breakdown for Australian market mavens 


Capital city 


Values Sydney Melbourne Perth Brisbane Adelaide Hobart 
Traditional Family Life 114 269 109 776 42 628 46 440 68 552 7 150 
Visible Achiever 821522359 114 169 50 551 52 019 44 880 4 809 
Conventional Family Life 95 225 102 287 33 400 38 661 26 928 6 349 
Socially Aware 82 528 52 693 20 060 23 220 24 288 3 432 
Something Better 50 786 90 922 43 049 40 751 57 112 5 577 


Source: V. Nicholson (1995), ‘ Market Mavens are Here’, Australian Professional Marketing, April, pp. 17-19. 


Marketing strategy and opinion leadership 


The importance of opinion leadership varies radically from product to product and from 
target market to target market. Therefore, the initial step when using opinion leaders is to 
determine—through research, experience or logic—the role opinion leadership plays in the 
situation at hand. Once this is done, marketing strategies can be devised to make use of 
opinion leadership. 


Identifying opinion leaders 


Marketers’ use of their knowledge of opinion leadership and the multistep flow of 
communication is complicated by the fact that opinion leaders are difficult to identify. They 
tend to be similar to those they influence. While opinion leaders can be identified using 
sociometric techniques, key informants, and self-designating questionnaires, these methods 
are seldom practical for marketing applications. 

The fact that opinion leaders are heavily involved with the mass media, particularly media 
that focus on their area of leadership, provides a partial solution to the identification problem. 
For example, Nike could assume that many subscribers to sports magazines serve as opinion 
leaders for jogging and running shoes. Likewise, the fact that opinion leaders are gregarious 
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and tend to belong to clubs and associations suggests that Nike could also consider members, 
and particularly officials, of local running or athletic clubs to be opinion leaders. 


Exhibit 16.1 shows how sports or health-related products or services can be advertised using 
champions or athletes as opinion leaders, whose choice should be emulated by consumers. 


xhibit 16.1 Advertisements using champion athletes as opinion leaders 
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Some product categories have professional opinion leaders. For example, hairdressers 
serve as opinion leaders for haircare products. Pharmacists are important opinion leaders 
for a wide range of healthcare products. Computer-science students may be natural opinion 
leaders for other students who are considering purchasing personal computers. 

Therefore, for many products it is possible to identify individuals who have a high 
probability of being an opinion leader. Then, once these individuals are identified, the marketer 
has to decide what must be done next. Some of the possible actions are detailed below. 


Marketing research 


Since opinion leaders receive and interpret marketing messages and relay them to others, 
marketing research should focus on opinion leaders rather than on ‘representative’ samples 
in those product categories, as well as on groups in which opinion leaders play a critical role. 
Therefore, product-use tests, pretests of advertising copy, and media-preference studies 
should be conducted on samples of individuals likely to be opinion leaders. It is essential that 
these individuals be exposed, and respond favourably to, the firm’s marketing mix. Of 
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course, for those product categories or groups in which opinion leadership is not important, 
such a strategy would be unwarranted. 


Product sampling 


Sampling, which means sending a sample of a product to a group of potential consumers, is 
an effective means of generating interpersonal communications relating to the product. In 
one study, 33 per cent of a randomly selected group of American women who received a free 
sample of a new brand of instant coffee discussed it with someone outside their immediate 
family within a week.'! In the case of fragrances, the sampling approach often involves 
targeting the readers of leading fashion magazines, who can be expected to be fashion setters 
in their own circles. Exhibit 16.2 shows how Monsoon, without the support of a well- 
established cosmetic company’s name, was launched using a ‘sense strip’ in various 
Australian women’s magazines. Instead of using a random sample, a marketer should always 
attempt to send the product to individuals likely to be opinion leaders. 


xhibit 16.2 Targeting opinion leaders using sense strips 
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Retailing/personal selling 


Numerous opportunities for using opinion leadership exist for retailers and sales personnel. 
Clothing stores can create ‘fashion advisory boards’ composed of likely style leaders from 
their target markets. Restaurant managers can send special invitations, 2-for-1 meal 
vouchers and menus to likely leaders in their target markets. 
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Retailers and sales personnel can encourage their current customers to pass along 
information to potential new customers. For example, a car salesperson, or the dealership, 
can provide a free car wash or oil change to current customers who send friends in to look 
at a new car. Real-estate agents can send a gift to customers or other contacts who send them 
new clients. 


Advertising 


Advertising attempts to both encourage and simulate opinion leadership. Stimulation 
involves themes designed to encourage current owners to talk about the product/brand or 
suggest to prospective owners that they ask current owners for their impressions.!* Before 
such a campaign is used, the firm needs to be certain that there is a high degree of 
satisfaction among existing owners. 

Simulating opinion leadership involves having an acknowledged opinion leader endorse 
a brand, for example Gabriella Sabatini for tennis shoes, or Michael Jordan for basketball 
boots. Or it can involve having an apparent opinion leader recommend the product in a 
slice-of-life commercial. This type of commercial involves an ‘overheard’ conversation 
between two individuals in which one provides brand advice to the other. A television 
commercial for Napisan, for example, simulates a phone conversation between two friends, 
emphasising the benefit of using the product for uses other than just washing nappies. 

The use of celebrities for the purpose of advertising products and services is not new, and 
is well documented all around the world. In Australia, for example, the enduring 
relationship between singer Julie Anthony and the St George Bank, and the more recent one 
uniting Deborah Hutton with Myer, have been hailed as great success stories. The secret, 
according to Christine Marr, founder of Sydney-based agency Celebrity Speakers, is the 
psychological match, as well as the image match that must exist between the company and 
the selected personality. For example, choosing rural businesswoman and author Sara 
Henderson proved a winner for the Breast Cancer Council of Australia because of her 
practical and down-to-earth persona, which has resulted in a dramatic increase in breast 
examinations. Likewise, balding cricketer Greg Matthews was just the right person for 
Advanced Hair because his rebellious and sportive image fitted the intended target, and 
contributed to a change in the perceptions about hair implants. Such combinations do 
appear to yield results: Ita Buttrose’s endorsement of a treadmill is estimated to have boosted 
sales by up to 600 per cent.!° 

Movie characters are also becoming opinion leaders, to such an extent that ‘product 
management’ has become big business in Hollywood. Agents, representing brands in the 
same way as they would represent actors, actively petition scriptwriters to ensure that the 
prominent roles are associated with the use of their particular brands. This phenomenon 
started when sales for Ray Ban sunglasses and black Levi’s Jeans soared with the movie Top 
Gun. Since then, James Bond’s BMW car, Jurassic Park’s Apple computers and hundreds of 
other products have been written into scripts once careful and expensive deals were 
negotiated between the companies and the film producers. 


Dittusion of innovations 


The manner in which a new product is accepted by, or spreads through, a market—the 
diffusion process—is basically a group phenomenon. This section examines the diffusion 
process in some detail.!4 
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Nature of the innovation 


An innovation is an idea, practice or product perceived to be new by the relevant individual 
or group. Whether or not a given product is an innovation is determined by the perceptions of 
the potential market, not by an objective measure of technological change. Polaroid’s 600 
System camera, which will ‘automatically blend strobe light and existing light to a degree 
previously impossible’, represents a major engineering accomplishment. Yet, unless consumers 
interpret this as a change, they will not respond to the product as if it is an innovation. One 
analyst states Polaroid’s problem as follows: “The average instant photographer does not 
understand what is going on to begin with, so how is (s)he going to understand the significance 
of these technical improvements?’!> 


Categories of innovations 


Recalling new products that have been introduced in the past two or three years may suggest 
that there are degrees of innovation. For example, a compact disc player is more of an 
innovation than light beer. Indeed, any given product can be pictured as falling somewhere 
on a continuum ranging from no change to radical change, depending on the target market’s 
response to the item. This is shown in Figure 16.5. 


07 igure 16.5 Categories of innovations 
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Behavioural change required 


The term ‘behavioural change’ in Figure 16.5 refers to changes required in the consumer’s 
behaviour (including attitudes and beliefs) if the innovation is adopted or utilised. It does 
not refer to technical or functional changes in the product. Therefore, shifting to Foster’s 
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Light Ice or another brand of low-alcohol beer from a regular beer would not require a 
significant change in most drinkers’ behaviours. However, purchasing and using a home 
computer requires significant behaviour changes for most people. 

Also indicated in Figure 16.5 are three categories in which a specific market segment 
could classify a given innovation. Each of these categories is described below. It is important 
to note that no boundaries are shown between the categories. This is because there are no 
distinct breaks between them. 

The categories are: 


1. Continuous innovation: Here, adoption requires relatively minor changes in behaviour. 
Examples include Kraft Free salad dressings (oil free), oatbran bread, or Yoplait bifidus 
yoghurt. 

2. Dynamically continuous innovation: For this type of innovation, adoption requires a 
major change in an area of behaviour that is relatively unimportant to the individual, or a 
moderate change in an area of some importance. Examples would include compact disc 
players, cellular telephones, and Minolta’s Freedom Zoom camera, which automatically 
adjusts the zoom lens to compose the picture. Another example is disposable lenses, which 
do not require the sort of cleaning and sterilising that more traditional lenses require. 

3. Discontinuous innovation: Adoption of this type of product requires major changes in 
behaviour in an area of importance to the individual or group. Examples would include 
Excimer laser treatment (laser eye treatment for shortsightedness, as illustrated in 
Exhibit 16.3) and facsimile machines. 


xhibit 16.3. Advertising a discontinuous innovation 
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Most of the thousands of new products or alterations introduced each year tend towards 
the no-change end of the continuum. Much of the theoretical and empirical research, 
however, has been based on discontinuous innovations. For example, individual consumers 
presumably go through a series of very distinct steps or stages known as the adoption 
process when purchasing a new innovation. These stages are shown in Figure 16.6. 


S. igure 16.6 The adoption process and extended decision making 
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Figure 16.6 also shows the steps in extended decision making as described in Chapter 1. 
As can be seen, the adoption process is basically a term used to describe extended decision 
making when a new product is involved. As Chapters 1 and 3 have discussed in some detail, 
extended decision making occurs when the consumer is highly involved in the purchase. 
High purchase involvement is likely for discontinuous innovations, and most studies of 
innovations of this nature have found that consumers use extended decision making. 

However, it would be a mistake to assume that all innovations are evaluated using 
extended decision making (the adoption process). In fact, most continuous innovations 
probably trigger limited decision making. That is, consumers generally do not put a great 
deal of effort into deciding to purchase such innovations as canola-oil margarine. 
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It therefore seems that diffusion theory and research have focused on discontinuous 
innovations, while most new consumer products are continuous innovations. As a result, the 
section below is most valid for discontinuous innovations, and least applicable for 
continuous innovations. 


Diffusion process 


The diffusion process is the manner in which innovations spread throughout a market. The 
term spread refers to purchase behaviour in which the product is purchased with some 
degree of continuing regularity.‘° The market can range from virtually the entire society (for 
a new soft drink, perhaps) to the students at a particular secondary school (for a snack- 
dispensing machine installed there). 

No matter which innovation is being studied or which social group is involved, the 
diffusion process appears to follow a similar pattern over time: a period of relatively slow 
growth, followed by a period of rapid growth, followed by a final period of slower growth. 
This pattern is shown in Figure 16.7. However, there are exceptions to this pattern. In 
particular, it appears that, for continuous innovations such as new ready-to-eat cereals, the 
initial slow-growth stage may be skipped. 


5, igure 16.7 Diffusion rate of an innovation over time 
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An overview of innovation studies reveals that the time involved from introduction until 
a given market segment is saturated (i.e. when sales growth has slowed or stopped) varies 
from a few days or weeks to years. This leads to two interesting questions: 


1. What determines how rapidly a particular innovation will spread through a given 
market segment? 

2. In what ways do those who purchase innovations relatively early differ from those who 
purchase them later? 


Factors affecting the spread of innovations 


The rate at which an innovation is diffused is a function of ten factors, the last five of which 
are considered the most influential, and are the most often quoted in the literature. These 
ten factors are the following: 


1. Type of group: Some groups are more accepting of change than others. In general, a 
group with young, affluent, highly educated members would accept change, including 
new products, readily. The target market for the innovation is therefore an important 
determinant of the rate of diffusion. 


2. Type of decision: The type of decision is basically an individual-versus-collective 
dimension. The fewer individuals involved in the decision, the more rapidly the 
innovation will spread. Therefore, innovations likely to involve two or more household 
members will generally spread more slowly than innovations that affect one individual 
primarily. 


Marketing effort: The rate of diffusion is influenced by the extent of the marketing 
effort involved. That is, the rate of diffusion is not completely beyond the control of the 
firm. A good example of this is provided by those blockbuster movies for which box- 
office takings are assured thanks to massive pre-launch activities. Before the first 
screening of films such as Jurassic Park or Men In Black, so much had already been 
spent on ‘teasing’ the market and distribution-related merchandises that most of the 
takings were achieved within the first two weeks of the film’s distribution. 


Oo 


4. Fulfilment of felt need: The more manifest or obvious the need the innovation 
satisfies, the faster the diffusion. One of the difficulties faced by the Polaroid 600 
System camera, described earlier, was the fact that consumers did not feel a strong need 
for the performance improvement the system offered. 


5. Perceived risk: The more the risk associated with trying an innovation, the slower the 
diffusion of that product. Risk can be financial, physical or social. It is a function of 
three dimensions, the probability that the innovation will not perform as expected; the 
consequences of its not performing as expected; the ability to reverse, and the cost of 
reversing, any negative consequences. 

Many consumers feel a need for the benefits offered by an Excimer procedure, and 
view the probability of its working successfully as being quite high. However, they may 
perceive the consequences of failure as being both extreme and irreversible, and 
therefore do not adopt this innovation. 
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An additional type of risk exists for durable technological innovations such as 
compact disc players and high-density television. Consumers have observed that such 
products are typically characterised by rapid performance improvements and price 
declines. They therefore see a risk in adopting such products too early and paying ‘too 
much’, and/or having a product that will soon be out of date.!” 


Compatibility: The more the purchase and use of the innovation are consistent with the 
individual’s and group’s values or beliefs, the more rapid the diffusion. VCRs, for 
example, are quite compatible with the existing values of large segments of Australian 
and New Zealand society. 


Relative advantage: The more completely the innovation is perceived to meet the 
relevant need relative to earlier products, the more rapid the diffusion. For 
example, a Whipper-Snipper appears to offer substantial advantages over trimming 
a lawn by hand. But hand trimming provides a real advantage in terms of price. 
Therefore, while a Whipper-Snipper enjoys a great advantage over hand trimming 
in terms of the effort involved, this aspect of relative advantage is somewhat offset 
by the higher cost. In contrast, fax machines provide poorer quality copies than 
overnight delivery services but, if many messages are sent, they are less expensive 
(as well as faster). To succeed, an innovation must have either a performance 
advantage, or a cost advantage. The combination of these two factors is called 
relative advantage. 


Complexity: The more difficult the innovation is to understand and use, the slower 
the diffusion. The key to this dimension is ease of use, not complexity of product. 
For example, compact disc players, while they are very complex products, are very 
simple for most stereo owners to use. Complexity involves both attribute 
complexity and trade-off complexity.'® Attribute complexity is the difficulty 
encountered in understanding or using the attributes of a product. A home 
computer has a high level of attribute complexity for many older consumers. The 
term trade-off complexity refers to the degree and number of conflicting benefits. 
A microwave oven has a high degree of trade-off complexity for many consumers 
because it contains such conflicting attributes as speed of cooking versus quality of 
cooking, cost of purchase versus economy of operation, and convenience versus 
space requirements. 


Observability: The more easily consumers can observe the positive effects of adopting 
an innovation, the more rapid its diffusion will be. Cellular telephones are relatively 
visible. Excimer eye surgery and compact disc players, while less visible, can often be 
the topic of conversation. In contrast, headache remedies are less obvious, and generally 
less likely to be discussed. 


Trialability: The easier it is to have a low-cost or low-risk trial of the innovation, the 
more rapid its diffusion. The diffusion of such products as Excimer eye surgery and 
other medical innovations has often been hampered by the risk associated with trying 
out the product. This is much less of a problem with low-cost items such as headache 
remedies, or such items as VCRs or compact disc players which can be rented, 
borrowed, or tried out at a retail outlet. 
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Figure 16.8 summarises the impact of these determinants on the rate of diffusion when 
they are all favourable. 


Sy, igure 16.8 Determinants of a rapid rate of diffusion 
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Characteristics of individuals adopting innovation at varying points in time 


The curves shown in Figure 16.7 are cumulative curves that illustrate the increase in the 
percentage of adopters over time. If these curves were changed from a cumulative format to 
one that shows the percentage of a market that adopts the innovation at any given point in 
time, the result would be the familiar bell-shaped curves shown in Figure 16.9. 

Figure 16.9 further illustrates that a few individuals adopt an innovation very quickly, 
another limited group is very reluctant to adopt the innovation, and the majority of the 
group adopts at some time in between the two extremes. As shown, the total time involved 
varies from product to product. 

Researchers have found it useful to divide the adopters of any given innovation into five 
groups, based on the relative time at which they adopt. These groups, called adopter 


categories,'’ are shown in Figure 16.9 and are defined below: 
1. Innovators: The first 2.5 per cent to adopt. 

2. Early adopters: The next 13.5 per cent to adopt. 

3. Early majority: The next 34 per cent to adopt. 

4. Late majority: The next 34 per cent to adopt. 

5. Laggards: The final 16 per cent to adopt. 
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Sy, igure 16.9 Adoptions of an innovation over time 
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How do these five groups differ? The first answer is: this depends on the product category 
being considered. Table 16.2 illustrates the rather dramatic differences between early 
purchasers of home computers and VCRs.*° Therefore, while some broad generalisations 
may be proposed, they may not hold true for a particular product category. Indeed, they 
should be treated as hypotheses or ideas, to be tested for a given product category rather 
than acting as established facts. 

Innovators are venturesome risk takers. They are capable of absorbing the financial and 
social costs of adopting an unsuccessful product. They are cosmopolitan in outlook, and use 
other innovators rather than local peers as a reference group. They tend to be younger, better 
educated, and more socially mobile than their peers. Innovators make extensive use of 
commercial media, sales personnel, and professional sources in order to learn about new 
products. 

Early adopters tend to be opinion leaders in local reference groups. They are successful, 
well educated, and somewhat younger than their peers. They are willing to take a calculated 
risk on an innovation but are concerned with failure. Early adopters also use commercial, 
professional and interpersonal information sources, and they provide information to 
others.*! 

Early-majority consumers tend to be cautious with respect to innovations. They adopt 
sooner than most of their social group, but also after the innovation has proven successful 
with others. They are socially active, but seldom leaders. They tend to be somewhat older, 
less well educated, and less socially mobile than the early adopters. The early majority relies 
heavily on interpersonal sources of information. 

Late-majority members are sceptical about innovations. They often adopt in response to 
social pressures or a decreased availability of the previous product, rather than because ofa 
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positive evaluation of the innovation. They tend to be older, and have less social status and 
mobility than those who adopt earlier. 

Laggards are locally oriented, and engage in limited social interaction. They tend to be 
relatively dogmatic, and oriented towards the past. Innovations are adopted with reluctance 
only. 


L able 16.2 Early purchasers of home computers and VCRs 


Characteristic Home computer VCR 
Age* 
18-24 103 163 
25-34 113 91 
35+ 94 84 
Education* 
University graduate 179 152 
Some tertiary education 125 86 
Secondary school Td 92 
Marital status* 
Married 209 92 
Single 107 136 
Products owned 
Tennis clothing 0 + 
Squash racquet 0 Fi 
Water skis + 
Target gun - + 
Bowling ball ri + 
Ski boots - 0 
Luxury car = 0 
Man’s diamond ring z + 
Classical folk records/tapes 0 : 
Contemporary jazz records/tapes : 0 
Book club 0 : 
Solar heating + ‘ 
Food dehydrator + - 
Electric ice cream maker = + 
Notes: 
* Results are index numbers where 100 equals average consumption. 
+ = heavy consumption; 0 = moderate consumption; - = light consumption. 


Source: A. J. Kover, ‘Somebody Buys New Products Early — But Who?’, Unpublished paper prepared for Cunningham & 
Walsh, Inc. 
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Marketing strategies and the diffusion process 


The fact that earlier purchasers of an innovation differ from later purchasers suggests a 
moving target-market approach. That is, after a general target market has been selected, the 
firm should initially focus on those individuals within the target market who are most likely 
to be innovators and early adopters. Companies targeting innovators in their advertising 
should appeal to consumers’ anti-conformism and desire to innovate. As the product gains 
acceptance, the focus of attention should shift to the early and late majority. This means that 
both media and advertising themes may need to change as a product gains market acceptance. 

Table 16.3 provides a framework for developing strategies to enhance the market 
acceptance of an innovation. The critical aspect of this process is analysing the innovation 
from the target market’s perspective. This analysis will indicate potential obstacles to, or 
diffusion inhibitors of, rapid market acceptance. The manager’s task is then to overcome 
these inhibitors with diffusion-enhancement strategies.2* Table 16.3 lists a number of 
potential enhancement strategies. Many others are possible as well. 


L able 16.3 Innovation analysis and diffusion-enhancement strategies 


Diffusion Determinant inhibitor Diffusion-enhancement strategies 


1. Type of group Conservative Search for other markets. 
Target innovators within group. 


2. Type of decision Group Choose media to reach all deciders. 
Provide conflict-reduction themes. 


3. Marketing effort Limited Target innovators within group. 
Use regional rollout. 


4. Fulfilment of feltneed § Weak Extensive advertising showing importance of benefits. 
5. Perceived risk High Success documentation. 
Endorsement by credible sources. 
Guarantees. 
6. Compatibility Conflict Stress attributes consistent with values and norms. 
7. Relative advantage Low Lower price. 


Redesign product. 


8. Complexity High Distribute through high-service outlets. 
Use skilled salesforce. 
Use product demonstrations. 
Extensive marketing efforts. 


9. Observability Low Use extensive advertising. 


10. Trialability Difficult Use free samples to early adopter types. 
Give special prices to rental agencies. 
Use high-service outlets. 


a 8886686060606 6060608— 
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Suppose a proposed innovation scores high (favourably) on all attributes except 
compatibility. What marketing strategy does this suggest? It means that the firm’s 
communications, particularly advertising, will have to minimise this problem. For example, 
‘light’ beers were introduced successfully by being related to active, masculine individuals 
and avoiding direct references to being on a diet, which many ‘real beer drinkers’ felt to be 
for women and ‘sissies’! 

Group communication and opinion leadership were also used effectively in the case of 
Bankcard, which was launched in 1974 in Australia, and in 1979 in New Zealand. Once 
described as a product ‘nobody knew they wanted’, it now fits into people’s financial 
lifestyle as if it had always been around. Its logo is displayed in the windows of thousands 
of retail outlets, ranging from boutiques to nightclubs. The main challenge consisted in 
developing a large cardholder base without provoking a negative public or political reaction. 
Retailers also had first to be convinced of the card’s potential for themselves so that a wide 
network of Bankcard points could be established before the card was made available to the 
public. 

In order to avoid the perception that the card was ‘easy credit for everyone’, the banks 
decided to establish a rather low credit limit (up to $A500) and to send the card only to 
existing cardholders of each of the banks involved in the project. Throughout all phases of 
Bankcard’s development and promotion a low profile was kept, with the focus on educating 
people about the proper use of the card, upgrading the image of credit and credit use, and 
extending links with government and credit authorities. 

The banks involved in the Bankcard project formed a group of public speakers, selected 
from the banks’ middle management. These groups filtered through the city and suburbs 
and into the country, addressing a variety of public groups—Rotarians, Lions and Apex 
Clubs, Housewives Association branches, Chambers of Commerce, craft and trade 
organisations, social clubs, societies and fraternal bodies. Wherever there was doubt, fear, 
or ignorance, Bankcard speakers responded.?? 


Sainmare 


Communication within groups is a major source of information about certain products. It is a 
particularly important source when an individual has a high level of purchase involvement and a low 
level of product knowledge. In such cases, the consumer is likely to seek information from a more 
knowledgeable group member. This person is Known as an opinion leader. Opinion leaders are 
sought out for information, and they also volunteer information. Of course, substantial product 
information is exchanged during normal group interactions. 

Opinion leaders are product-category or activity-group specific. They tend to have greater 
product knowledge, more exposure to relevant media, and more gregarious personalities than their 
followers. However, they tend to have demographics similar to their followers. A situational variable, 
product dissatisfaction, motivates many individuals to become temporary opinion leaders. The term 
market maven is used to describe individuals who are opinion leaders about the shopping process 
in general. 


continues... 
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Marketers attempt to identify opinion leaders primarily through their media habits and social 
activities. Identified opinion leaders can then be used in marketing research, product sampling, 
retailing/personal selling and advertising. 

Groups, because of their interpersonal interaction and influence, greatly affect the diffusion of 
innovations. Innovations vary in terms of the degree of behavioural change required and the rate 
at which they are diffused. The first purchasers of an innovative product or service are termed 
innovators; those who follow sequentially are known as early adopters, early majority, late majority, and 
laggards. Each of these groups differs in terms of the time of adoption of an innovation and in terms 
of personality, age, education and reference-group membership. These characteristics help 
marketers to identify and appeal to different classes of adopters at different stages of an 
innovation’s diffusion. 

The time it takes for an innovation to spread from innovators to laggards is affected by several 
factors: the nature of the group involved; the type of innovation decision required; the extent of the 
marketing effort; the strength of the felt need; the compatibility of the innovation with existing 
values; the relative advantage; the complexity of the innovation; ease of observing usage of the 
innovation; ease of trying the innovation; and the perceived risk of trying the innovation. 


Key terms 


word of mouth diffusion process 
opinion leaders adoption process 
market mavens innovators 
innovation early adopters 
continuous innovation early majority 
dynamically continuous innovation late majority 
discontinuous innovation laggards 
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You may want to visit some of the Websites of these organisations, for more information 
about the companies and products used as examples in this chapter: 


Arnott’s http://www.arnotts.com.au 
BHP http://www.BHP.com.au 
McDonald's http://www.mcdonalds.com 
Minolta http://www.Minolta.com 


Yoplait http://www. Yoplait.com 
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Review questions 


What is an opinion leader? How does an opinion leader relate to the multistep flow of 
communication? 

How do the information sources for video-game equipment differ for younger and older 
purchasers? 

What are the characteristics of an opinion leader? 

How does a market maven differ from an opinion leader? 

What determines the likelihood that a consumer will seek information from an opinion leader? 
How can marketing managers identify opinion leaders? 

How can marketers utilise opinion leaders? 

How can opinion leaders be used in personal selling? 

What is an innovation? Who determines whether a given product is an innovation? 

What are the various categories of innovations? How do they differ? 

What is the diffusion process? What pattern does the diffusion process appear to follow over time? 
Describe the factors that affect the diffusion rate for an innovation. How can these factors be utilised 
in developing marketing strategy? 

What are adopter categories? Describe each of the adopter categories. 

How can a marketer use his or her knowledge of adopter categories? 


Discussion questions 


Answer the following questions for one of the following products: (1) laser disc recorders, (2) 
mountain bikes, (3) non-alcoholic beer, (4) portable computers, (5) cellular phones, or (6) compact 
disc players. 
a. Is this product an innovation? Justify your answer. 
b. Assume this product becomes widely used on your campus. Speculate on the characteristics of the 
adopter categories. 
c. Using the students on your campus as a market segment, evaluate the perceived attributes of this 
product. 
Which people on your campus would serve as opinion leaders for this product? 
e. Will the early adopters of this product use the adoption process (extended decision making), or is 
a simpler decision process likely? 
Describe two situations in which you have served as an opinion leader. Are these situations consistent 
with the text? 
Describe two situations in which you have sought information from an opinion leader. Are these 
situations consistent with the text? 
Are you aware of market mavens on your campus? If so, describe their characteristics, behaviours and 
motivation. 
Assume that you are a consultant to firms with new products. You have members of the appropriate 
market segments rate the innovation on the ten characteristics described in the chapter. Based on these 
ratings you develop marketing strategies. Assume that a rating of 9 is extremely favourable (strong 
relative advantage or a lack of complexity), and 1 is extremely unfavourable. Develop appropriate 
strategies for each of the following products. 
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Product 
Attribute A B C D E F G H I 
Fulfilment of felt need 7 8 9 9 7 3 8 8 =: 
Compatibility 8 9 8 8 8 8 8 9 2 
Relative advantage 9 8 8 9 2 8 9 7 8 
Complexity 8 8 7 9 9 9 9 9 3 
Observability 8 8 8 8 8 9 1 9 4 
Trialability 9 2 9 8 9 8 9 9 2 
Nature of group 7 7 3 3 8 7 8 9 9 
Type of decision 7 3 7, 3 7 8 8 6 7 
Marketing effort 3 8 ri 6 7 8 7 8 6 
Perceived risk 8 8 5 3 8 7 7 5 7 


Identify two recent (a) continuous innovations, (b) dynamically continuous innovations and (c) 
discontinuous innovations. Justify your selections. 

Describe an innovation you adopted and for which you went through each of the steps in the adoption 
process. Describe another for which you did not explicitly use each step. Why did you use differing 
processes in the two situations? 


sia questions 


Identify and interview several innovators on your campus for: 
a. Clothing styles. c. Compact disc players. 
b. Mountain bikes. d. Non-alcoholic beer. 

To what extent do they match the ‘ideal profile’ of an innovator? 
Repeat Project Question 1 for early adopters. 
Find and interview two opinion leaders for one of the product categories listed in Discussion Question 
1. To what extent do they match the description provided in the chapter? 
Interview three water-ski or snow-ski salespersons. Determine the role that opinion leaders play in the 
purchase of their product. To what extent, if any, do the salespersons utilise opinion leaders? 
Look at a recent issue of a marketing magazine (such as Professional Marketing, Marketing, or The 
New Zealand Marketing Magazine), in the section titled ‘New products’. Categorise the new 
products as continuous, dynamically continuous, or discontinuous innovations. Interpret the 
results. 
Using the source in Project Question 5 or your own knowledge, pick a dynamically continuous or 
discontinuous innovation. Perform a diffusion-enhancement analysis (see Table 16.3), and recommend 
appropriate strategies. 
Visit at least one of the Websites listed above. Which aspects of group communications do you 
feel are at work here? How are innovators targeted? What does the company expect, or aim to 
achieve? 
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ocial stratification 


Chapter objectives 


When you have worked through this chapter, you should understand: 


» the concept of social stratification 

» the basic characteristics of social classes 

» how social classes are measured 

» the measurement problems marketing managers have to deal with 
> 


Australasian social classes and the impact of education, occupation and income on an 
individual’s social status 


V 


the impact of social stratification on the consumption process 


» how marketing managers can use their knowledge of social class when 
developing marketing strategies 
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A the following example illustrates, income is an indicator of social status. Accordingly, 
many products and services are positioned to appeal to consumers’ existing or desired 
social status. 

The 15th Business Review Weekly Rich 200 list, published in 1997, notes that the wealth 
of the 200 individuals and 22 families mentioned in the list is $A40.6 billion, equal to 7.6% 
of Australia’s gross domestic product ($A530 billion). Australia’s wealthiest, Kerry Packer 
($A3.9 billion—media and investment sector), is one of four billionaires in Australia today; 
the others are Frank Lowy ($A1.4 billion—property sector), Dick Pratt ($A1.3 billion— 
manufacturing and investment sector) and Harry Triguboff ($A1.2 billion—property sector). 

The top 10 per cent of Australians, in terms of wealth, hold more than 50 per cent of all 
household wealth, while the bottom 50 per cent hold only 3 per cent. According to the 
Australian Council of Social Service (ACOSS), in 1994 one in every nine Australians was 
living in poverty—1.8 million people in total.! 

The average Rich 200 member is a 60-year-old married man with secondary education 
who is based in New South Wales, is probably living on Sydney Harbour in the suburb of 
Vaucluse, and is worth around $A180 million. The ownership of property is the 
underpinning of Australian wealth, with almost 30 per cent of the Rich 200 members earning 
their income from this sector; the next-largest segment earn their wealth from the media and 
investment sectors. Of the 200 members, 18 are in their eighties, and 36 in their seventies.” 

Marketers need to understand consumers’ perceptions of, and attitudes towards, social 
class, in order to determine whether social class can influence purchase behaviour. As the 
introductory example illustrates, income is one indicator of social status. However, as 
discussed later in this chapter, even though there has traditionally been a link between 
income and social status, this may not be so much the case now. 

The positioning of many products is based on existing or desired social status. For example, 
some luxury products are positioned to appeal to both those high in social status and those 
aspiring to such status. For those high in social status, advertising reinforces the association of 
the particular brand with high social status. For those striving for this status, the product is 
depicted in the advertising as a means of achieving some aspects of the desired lifestyle. 

However, not all products require a social-class identity. Some advertising does not 
associate the product with any particular social class. Many white-collar and blue-collar 
individuals, while they would prefer to have more money or wealth, are completely content 
with their basic social status. In some cases, they even disdain products that are closely 
associated with the upper social strata. 

Everyone is familiar with the concept of social class; however, it can mean different things 
to people in different parts of the world. In Australia and New Zealand, the terms social 
class and social standing are used interchangeably to mean societal rank. 

How does an individual obtain his or her social standing? This is the result of a number 
of factors. Social standing is a result of characteristics which others in society desire, and 
hold in high esteem. Education, occupation, property ownership and source of income all 
influence social standing, as shown in Figure 17.1. Social standing ranges from the lower 
class, whose members have either few or none of the socio-economic factors desired by 
society, to the upper class, whose members possess many of the socio-economic 
characteristics considered by society as both desirable and high in status. Individuals with 
different social standings tend to have different needs and consumption patterns. 

Because individuals with different social standings are likely to live their lives differently, 
a social-class system can be defined as a hierarchical division of a society into relatively 
distinct and homogeneous groups with respect to attitudes, values and lifestyles. 
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Ss, igure 17.1 How social standing is derived, and how it influences behaviour 
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The fact that members of each social class have a set of unique behaviours makes the 
concept relevant to marketers. However, it is also important for marketers to understand 
when social class is an influencing factor and when it is not. As shown in Figure 17.2, not 
all behaviours differ between social strata; in fact, many behaviours are shared. Therefore, 
it should be recognised that the applicability of social class in the formulation of marketing 
strategies is product specific as well as, often, situation specific. Expensive glassware, for 
example, is a product that requires a marketing strategy involving issues of social standing; 
similarly, entertaining others is a situation that would involve these issues as well. 


5, igure 17.2 Concept that not all behaviours within a social class are unique 
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This chapter will examine the characteristics of social class, the various methods of 
measuring social status, and the nature of Australasian social classes. Throughout the 
chapter, the emphasis will be on the impact social stratification can have on purchase and 
consumption, and the opportunities it may present for the development of marketing 
strategy. 


The concept of social class 


For a social-class system to exist in a society, the individual classes must meet five criteria. 
They must be: 


1. bounded 

2. ordered 

3. mutually exclusive 
4. exhaustive 

5. influential 


Bounded means that there must be clear breaks between each social class that separate 
one class from another. In other words, a rule must be devised for each class that will 
include or exclude any particular individual. Ordered means that the classes can be arrayed 
or spread out in terms of some measure of prestige or status, from highest to lowest. 
Mutually exclusive means that an individual can belong to only one social class (though 
movement from one class to another over time is possible). 

Requiring social classes to be exhaustive means that every member of a social system 
must fit into some class. There must be no ‘undefined’ individuals. Finally, the social classes 
must be influential. There must be behavioural variations between the classes. This is closely 
related to the degree of class awareness or class consciousness of members of the society. 

If we use these five criteria as a basis, it is clear that a strict and tightly defined social-class 
system does not exist in most industrialised nations. The first criterion, that the classes be 
distinctly bounded, is not applicable in Australia and New Zealand. Different studies of 
social class in Australia have identified differing numbers of classes. Likewise, various criteria 
of social class will place individuals in different categories. For example, an individual may 
be considered ‘upper middle class’ if education is the placement criterion, but ‘upper lower 
class’ if income is used. This casts doubt on the existence of mutually exclusive social classes. 

Social classes can be made exhaustive simply by constructing appropriate rules. However, 
these rules may distort the internal consistency of the various classes if substantial numbers 
of individuals clearly do not fit into one class. This is a common problem when the 
assignment of families to social classes is based on the husband’s characteristics while 
ignoring those of the wife. As has been seen in Chapter 12, with the increase in the number 
of working wives has come the situation where the wife may sometimes contribute the same 
financial resources and prestige to the family as the husband does—if not more. 


Status crystallisation 


‘Pure’ social classes do not exist in Australia, New Zealand or most other industrialised 
societies. However, it is apparent that these societies have hierarchical groups of individuals, 
and that individuals in those groups do exhibit some unique behaviour patterns that are 
different from those of other groups. 
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What exists is not a set of social classes, but a series of status continua.’ These status 
continua reflect various dimensions or factors that the overall society appreciates. In 
achievement-oriented societies such as Australia, New Zealand and the United States, 
achievement-related factors constitute the primary status dimensions. Therefore, 
education, occupation, income, and, to a lesser extent, quality of residence and place of 
residence are important status dimensions in Australia and New Zealand. Race, age and 
sex are ascribed dimensions of social status: they are not related to achievement.’ Likewise, 
the status characteristics of a person’s parents are an ascribed status dimension. However, 
heritage is a more important dimension in more traditional societies such as England or 
France. 

The various status dimensions are related to each other both functionally and statistically. 
In a functional sense, the status of your parents can influence your education, which in turn 
influences your occupation, which generates income, and which consequently sets limits on 
your lifestyle. Status crystallisation is the degree of consistency of all status dimensions. The 
question of status crystallisation revolves around the question: Will an individual with high 
status based on one dimension have high status based on the other dimensions? 

The more consistent an individual is on all status dimensions, the greater the degree of 
status crystallisation for the individual. For example, in Figure 17.3, Person A is low on 
most status dimensions, but has a relatively high degree of status crystallisation because of 
this consistency. Likewise, Person C has a fair degree of status crystallisation because of 
consistency across status dimensions. Person B has a low degree of status crystallisation 
since there are major inconsistencies across the four dimensions. 

Status crystallisation is relatively low in Australia and New Zealand. For example, many 
blue-collar workers (such as plumbers and electricians) earn higher incomes than many 
professionals (such as school teachers). 


07 igure 17.3 Status crystallisation depends on consistency across status dimensions 
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Social-class structure 


The low degree of status crystallisation supports the contention that a social-class system is 
not a perfect categorisation of social position. However, this does not mean that the popu- 
lation cannot be subdivided into status groups that share similar lifestyles, at least with 
respect to particular product categories or activities. Furthermore, there are many people with 
high levels of status crystallisation who exhibit many of the behaviours associated with a class 
system. It is useful for the marketing manager to know the characteristics of these relatively 
pure class types, even though the descriptions represent only a simplified abstraction from 
reality.° 


Functional approach 


Social-class structures can be defined in a variety of ways. Gilbert and Kahl use a functional 
approach, which focuses on occupational role, income level, living conditions, and 
identification with a possibly disadvantaged ethnic or racial group. In the functional 
approach, ‘We pay more attention to capitalist ownership and to occupational division of 
labor as the defining variables ... then treat prestige, association, and values as derivatives’.® 
The Gilbert-Kahl social-class structure is shown in Table 17.1. 


bai 17.1 Functional approach to social-class structure 


The Gilbert-Kahl new synthesis class structure 
A situations model from political theory and sociological analysis (Based on the USA) 


Upper 
» Capitalist Class (1%). Their investment decisions » Upper-middle Class (14%). Upper managers, 
shape the national economy; their income is professionals, medium businessmen; university 
mostly from assets, earned/inherited; prestige educated; family income is nearly twice the 
university connections. national average. 
Middle 
» Middle Class (33%). Middle level white-collar, top- » Working Class (32%). Middle level blue-collar; lower 
level blue collar; education past high school typical; level white-collar; income runs slightly below the 
income somewhat above the national average. national average; education is also slightly below. 
Marginal and Lower 
» Working Poor (11-12%). Below mainstream » Underclass (8-9%). Depend primarily on welfare 
population in living standard, but above the system for sustenance; living standard below 
poverty line; low-paid service workers; some high poverty line; not regularly employed; lack 
school education. schooling. 


Source: D. Gilbert and J. A. Kahl (1982), The American Class Structure: A Synthesis, Dorsey Press, Chicago, ch. 11. 
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Reputational approach 


Coleman and Rainwater base their social-class structure on ‘reputation’, relying heavily on 
the ‘person-in-the-street’ imagery. A reputational approach is designed to reflect popular 
imagery and observation of how people interact with one another—as equals, superiors or 
inferiors. The core of this approach is personal and group prestige.’ This system is shown in 
Table 17.2. While the functional and reputational approaches are based on different 
conceptual frameworks, there is a high degree of similarity between the two social structures. 


L able 17.2 Reputational approach to social-class structure 


The Coleman-Rainwater social standing class hierarchy 
A reputational, behavioural view in the community-study tradition (Based on the USA) 


Upper 
>» Upper-upper (0.3%). The ‘capital-S society’ world of +» Upper-middle Class (12.5%). The rest of the 
inherited wealth, aristocratic names. university-graduate managers and professionals; 
» Lower-upper (1.2%). The newer social elite, drawn lifestyle centres on private clubs, causes, and the 
from current professional, corporate leadership. arts. 
Middle 
» Middle Class (32%). Average-pay white-collar > Working Class (38%). Average-pay blue-collar 
workers and their blue collar friends; live on ‘the workers; lead ‘working-class lifestyle’ whatever the 
better side of town’, try to do ‘the proper things’. income, school background and job. 
Lower 
» Upper-lower (9%). ‘A lower group of people but » Lower-lower (7%). On welfare, visibly poverty 
not the lowest’; working, not on welfare; living stricken, usually out of work (or have ‘the dirtiest 
standard is just above poverty; behaviour judged jobs’); ‘bums’, ‘common criminals’. 


‘crude’, ‘trashy’. 


Source: R. P. Coleman (1983), ‘The Continuing Significance of Social Class to Marketing’, Journal of Consumer Research, December, p. 267. 


Social stratification in Australia 


This section will look briefly at the three major social classes identified in Australia, and will 
examine how the behavioural and lifestyle characteristics of each social class create unique 
marketing opportunities. 

Does social class exist in Australia? This issue has been investigated in several studies 
conducted since the 1950s. One of the first studies on class in Australia was conducted early 
in that decade by the Department of Psychology at the University of Melbourne.® Studies 
from the 1960s onwards have contributed in some measure to an understanding of the 
changing perceptions of class in Australia. A major study, published in 1991, has provided 
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a comprehensive view of class in contemporary Australia. This research provides some 
thoughtful but not unequivocal conclusions: 


Is class a significant organising principle in Australia today? The short answer based on 
our research findings is that it both is and isn’t. Class clearly matters in some areas of 
social life but in others it appears to have very little salience ... We found that less than 
half of our sample were prepared to admit the existence of classes in Australia and could 
place themselves in a specific class category. Overall social class appeared to be of only 
minimal significance in determining how people constructed their social identities.’ 


However, a study by Chamberlain in 1983 found that over 80 per cent of the working 
and middle classes rejected the proposition (used as a statement in its interviews) that 
Australia is a classless society. This statement was often greeted with incredulity.!° More 
recently, McGregor, in his book Class in Australia,'' explained that class is integral to our 
understanding of Australia and how Australians live: 


It is impossible to live in Australia without coming to realise that the different social 
classes have different sorts of jobs, live in different suburbs, go to different schools, 
earn different incomes, speak in different ways, experience crucial differences in 
privilege and inequality, and indeed live different lives. 


Some of the research conducted to date in Australia has focused on attempting to identify 
the number of social classes. Generally, previous studies had identified three major social 
classes: upper, middle, and lower or working.'* Baxter, Emmison and Western’s study 
applied Goldthorpe’s model of class categories to the Australian population to determine the 
classification of groupings. This classification is shown in Table 17.3 opposite. 


Upper class 


This class consists of the 11 per cent of the Australian population who classify themselves 
as ‘upper class’ or ‘upper middle class’.!° This group is described in many ways by different 
authors and researchers, ranging from ‘the establishment, the power elite, to the bourgeoisie 
or ruling class’.'* It is made up mainly of employing groups, large landholders, financiers, 
entrepreneurs and some self-employed people, managers, and professionals. 

As mentioned in the introduction to this chapter, members of this class are well 
represented in Australia’s Rich 200 list, compiled each year by the business magazine 
Business Review Weekly. The richest person on the list, Kerry Packer, who has media and 
investment holdings worth $A3.9 billion, buys expensive speedboats and spends large 
amounts of money in casinos, may not reflect the habits and behaviours of all members of 
the upper class. However, there are products and services that are targeted to appeal to 
people belonging to this class. Some alcoholic products, especially expensive spirits, use an 
exclusivity appeal in their advertising to target the upper class. 


Middle class 


This group consists of about 60 per cent of the population. It comprises white-collar 
workers, owners of small businesses, clerks, salespeople, teachers and some affluent 
tradespeople. Middle-class Australians tend to see themselves as belonging to a middle mass 
which is below the upper class as they don’t have the wealth and power of those at the top 
but are above the working class because they have better, safer jobs, more prestige and a 
higher income, and don’t work with their hands.!> 
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L able 17.3 Distribution of respondents in Goldthorpe’s class categories* 


Class Description % Weighted no. 


| Upper service, higher professional administrative and managerial, large proprietors 10.5 (125) 


I] Lower service, lower professional administrators, managers etc.; 


higher-grade technicians, supervisors of non-manual employees 23.5 (281) 
Ila Routine non-manual higher grade 10.3 (123) 
IIb | Routine non-manual lower grade; personal service workers 11.8 (141) . 
IVab Small proprietors, own-account workers, non-agricultural 8.9 (107) 
IVc Farmers, smallholders 1.6 (19) 
V Lower-grade technical, manual supervisory 7.8 (94) 
Vi Skilled manual workers 11.6 (138) 
Vila Semi-skilled and unskilled workers; non-agricultural 13.3 (159) 
Vilb Agricultural workers 0.7 (8) 
Total 100.0 1 196 


Note: 
* Distributions are of people in the paid workforce; those excluded are unemployed, housewives, retired people etc. (All data are weighted to 
ensure representativeness in relation to Census estimates.) 


Source: J. Baxter, M. Emmison and J. Western (1991), Class Analysis and Contemporary Australia, The Macmillan Company of Australia Pty Ltd, 
Melbourne, p. 42. 


Preliminary findings from a study on middle-class Australians in 1997 suggest the 
majority of this group believe that job prospects and incomes for Middle Australians are 
falling. They believe that low- and middle-income earners have been the losers over the last 
15 years, while people on high incomes have been the winners.'® These perceptions are 
supported by research into the distribution of wealth in Australia, which suggests that the 
gap between the rich and the poor is widening. 

In addition, there are changes occurring within the middle class. Research has highlighted 
that the middle class can be categorised further—into an upper and a lower middle class. 
The upper middle class is represented by professional people, managers and administrators 
(in both the private and public sectors), proprietors of medium-sized businesses and those 
with landholdings. The lower middle class is represented by the white-collar majority, small 
shopkeepers, teachers, small farmers, technicians and some skilled workers.!’ This is 
supported by the changing nature of the workforce, where the growth occupations are 
personal-services positions (childcare workers, nurses, tourist guides etc.), business 
professionals, medical technicians and science technical officers, and the shrinking 
occupations include clerks (personnel, postal and legal), construction and mining labourers, 
and metal fitting and machine tradespersons. See tables 12.4 and 12.5 in Chapter 12 for a 
listing of these occupations. 
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Figure 17.4 illustrates an upward-pull strategy, often used by marketers to appeal to 
members of the middle class. Some high-social-status products and services are attractive to 
those middle-class consumers who wish to improve their social status and who aspire to be 
seen as upwardly mobile. The advertisement in Exhibit 17.1 could appeal to those who are 
aspiring to be perceived as ‘having made it’. It targets the aspiring middle class with its 
headline: ‘World-famous designer label. Street-smart price’. 


07 igure 17.4 Upward-pull strategy targeted at the middle class 
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xhibit 17.1 Targeting the aspiring middle class 


New C-class | 
| Special Edition \ ai 
| from just $159 yj 


per week. 


World-famous designer label 
street-smart price. 


>» Now you can drive a fashionably elegant air conditioning and ‘Classic’ interior trim. Should 


Mercedes C-class from as little as $159" per week. you prefer, there is the option of a driver-adaptive 


Without doubt, this represents a rare combination 
of world-class motoring and unparalleled value. 

> Every one of our cars is built on the same 
principles without discriminating between model 
numbers. With numerous similarities that go far 
deeper than the star on the bonnet. 

> As standard on the Special Edition C180 you 
will find a multi-valve powerplant, a 5 speed manual 


transmission, dual airbags, ABS, electric windows, 


5 speed automatic transmission with cruise control. 
> The Special Edition C180 from $159'per week. 
Is itan exciting proposition? Or a once-in-a-lifetime 


opportunity? Oran outstanding package? Yes. 
i y St § 


Z i 
Principal Sponsor of Australian Fashion Week. 


*Cramtatinons apt Revel om EXP CHD menmned hth U3 perpeyenens, DP menee hy genternte 
Ruts oor saiernd be noe Ee biters Maier dirfonery aod sianemery <Rarors. wi 3 
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Lower or working class 


This group accounts for about one-third of the Australian population. It is made up mainly 
of skilled, semi-skilled and unskilled blue-collar workers, labourers, bush workers, factory 
hands and those in manual work. According to McGregor,'!® ‘Working class Australians 
generally live in different suburbs, speak in different accents, work different hours, vote for 
different parties, and belong to a different culture to middle- and upper-class Australians’. 
Daniel!® found that working-class people suffer from higher levels of violence than middle- 
and upper-class groups; they also have higher levels of ill health and unemployment, and die 
younger. 

The working class, like the middle class, is not homogeneous. There are considerable 
income differentials—for example, average weekly earnings in 1995 for plant and machine 
operators and drivers was $A693, while salespersons and personal service workers earned 
only $A555.72 

However, it is often the working-class image that is projected through advertising in 
Australia today. According to McGregor,”! ‘Beer ads have often combined sporting heroes 
(footballers, cricketers) with close-ups of blokes in shorts drinking beer straight from the 
can, slapping each other, carrying on in a rough and rowdy way’. Figure 17.5 illustrates the 
positioning strategies judged appropriate for this group. 
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In the last few decades, there has been some debate as to whether an underclass has been 
developing in countries such as Australia and New Zealand. Those who suggest that an 
underclass does exist describe its members as a permanently and chronically disadvantaged 
group ‘outside’ the traditional class structure and ‘under’ the working class.27 The 
underclass would be made up of the unemployed, homeless, sick and poverty-stricken 
members of society. With the high rates of unemployment experienced in both Australia and 
New Zealand in the 1990s, and the rate of around 8 to 9 per cent in 1997, there has been 
a growth in the number of people who may be classified as part of this group. However, not 
all researchers agree that an underclass exists. Some suggest that those who would otherwise 
be classified as members of the underclass subsist at the lower stratum of the lower class. 
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The descriptions of classes provided above are both brief and stereotypical. In part, this 
reflects the belief that it is relatively unproductive to attempt to provide very specific 
descriptions for social classes. The complexity and variety of behaviours and values involved 
preclude any greater accuracy. Instead of seeking to place consumers in social-class 
categories, marketing managers should rather investigate the various status dimensions to 
determine which, if any, affect the consumption process for their own products. The next 
section discusses how this can be done. 


The measurement of social status 


As stated earlier, education, occupation, income and, to a lesser extent, place of residence 
are the primary achievement-based status dimensions used for determining social standing. 
Race, age, gender and parents’ status are ascribed (non-achievement) status dimensions. 
What is the most useful way to measure these dimensions? There are two basic approaches: 


1. A single dimension: a single-item index. 
2. A combination of several dimensions: a multi-item index. 


Single-item indexes 


Single-item indexes estimate social status using a single dimension as a basis. Since an 
individual’s overall status is influenced by several dimensions, single-item indexes are 
generally less accurate at predicting an individual’s social standing or position in a 
community than are well-developed multi-item indexes. However, single-item indexes allow 
marketers to estimate the impact of specific status dimensions on the consumption process. 
The three most common single-item indexes are education, occupation and income. Each is 
discussed in turn below. 


Education 


Education has served as the primary path for upward social mobility. It is therefore a direct 
measure of status, and is also used as a component in several of the multiple-item indexes. 
In addition, education may influence an individual’s tastes, values and information- 
processing style. 

Education is relatively simple to measure. In Australia it is generally broken into the 
following categories: (1) primary school, (2) secondary/high school, (3) post-secondary (TAFE), 
and (4) university. Education level is correlated with both occupation and income. In addition, 
the type of school that a student attends may also reflect his or her socio-economic background. 
Research in Australia has found that, generally, the higher the income quintile of the household 
(quintile means 20 per cent division of the population—see Table 17.8 for details), the greater 
the probability that at least one child will attend an independent school. Among households 
with school-age children, 22 per cent of those in the lowest quintile and 14 per cent of those in 
the second lowest quintile had children attending an independent school. The comparable figure 
for those in the highest quintile attending independent schools is 41 per cent.?3 

In 1996, employment was highest among those with a degree or postgraduate 
qualifications (85 per cent), slightly lower for those with a skilled vocational qualification 
(82 per cent), and a little lower still for those with a diploma (80 per cent). Employment was 
lowest (S9 per cent) for those who did not complete secondary school.2+ These differences 
between level of education attainment and labour-force status are shown in Table 17.4. 
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Laie 17.4 Educational attainment and labour-force status, Australia, 1996 


Employed Unemployed Total in Not in 

Educational erent e ee |) rere eae» SINGIADOU: “Ne labour 
attainment Full time (%) Part time (%) Long* (%) Total (%) force (%) force (%) Total 
With post-school 

qualifications 54.2 36.8 276 30:5 48.2 24.9 42.3 
Without post-school 

qualifications** 45.7 53.9 69.4 63.1 49.1 62.3 52.5 
Still at school**™* 0.0 9.3 2.8 6.4 27 12.8 5.3 
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Notes: 

* Long-term unemployed: unemployed for 52 weeks or longer. 

** Includes people who never attended school. 

*** Includes those attending school who are actively looking for work and are ready to start within two weeks. 


Source: Australian Bureau of Statistics (1997), ‘Educational Attainment and Labour Force Status’, Australian Social Trends 1997, p. 87. 
In New Zealand, the situation is very similar to that in Australia. Table 17.5 shows the 1996 distribution 


of unemployed people by educational attainment in New Zealand. The unemployment rate is highest among 
those with no educational qualifications, and lowest for those with both school and post-school qualifications. 


L able 17.5 Unemployed persons by educational attainment, New Zealand, 1996 


Number of unemployed Unemployment rate 
Educational attainment Total (males & females) (000) Total (males & females) (%) 
No qualifications 43.2* 10.7 
School qualifications 263" sm 
Post-school but no school qualification ea 6.5 
Post-school and school qualification 271" 3.8 
Not specified PT = 
Total 108.6* 6.2 


Notes: 
* Some discrepancies may exist between totals and the sum of their component items due to rounding. 
** — denotes estimates less than 1000 and subject to sampling errors too great for most practical purposes. 


Source: Statistics New Zealand (1997), New Zealand Year Book 1997, Wellington, p. 344. 


Education influences the lifestyle and, therefore, the consumption patterns, of individuals 
in a direct manner. However, it seldom provides a complete explanation for consumption 
patterns. For example, university graduates earning $A30 000 per year probably have 
different lifestyles from university graduates earning $A100 000 per year, despite their 
similar educational backgrounds. 
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Occupation 


Occupation is the most widely used single-item index in marketing studies. In fact, 
occupation is probably the most widely used single cue that allows people to evaluate and 
define the individuals they meet. When a person in Australia or New Zealand meets a new 
acquaintance, a common question is, ‘What do you do for a living?’ Almost invariably, there 
is a need to know a new acquaintance’s occupation in order to make inferences about his or 
her probable lifestyle. Occupation is associated with education and income, although the 
association is not as strong as it once was.?° 

The changes to the occupational structure of the Australian population over the last 
decade—an increase in the number of women working, decreases in blue-collar positions in 
manufacturing and related industries, and the growth in positions in service industries— 
have had an impact on the composition of the social classes. These changes have been 
discussed more fully in Chapter 12. 

Occupational structure alone cannot be regarded as a sufficient indicator of class 
structure.*° However, the type of work an individual does, and the types of people he or she 
works with, do have a direct influence on the individual’s preferred lifestyle. 

A number of approaches are used to assign scores or rankings to the hundreds of 
occupational categories that exist in an industrial society. In Australia and New Zealand, the 
Australian Standard Classifications of Occupations (ASCO) and New Zealand Standard 
Classification of Occupations (NZSCO) respectively are prescribed classifications for 
occupations used by government to determine occupational groupings. 

Figure 17.6 shows the distribution of employed persons, both males and females, by occu- 
pation in New Zealand in 1996. The largest occupational groups are service and sales workers 
and clerical workers, which together account for over 27 per cent of all employed people. 


07 igure 17.6 Occupations of the employed, New Zealand, annual averages for 
the year ended March 1996 
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Source: Statistics New Zealand (1997), ‘Household Labour Force Survey 1996’, New Zealand Year Book 1997, Wellington, p. 342. 
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Broom?~’ developed a status scale for Australian occupations by asking people to rank the 
prestige of certain occupations, and then reviewing how variables such as age, education, 
gender, qualifications and work experience contributed to these evaluations, and using this 
information to estimate composite status scores for all occupations. 

Another Australian occupational scale, developed by Daniel,*® asked different groups to 
rank an alphabetical list of 160 occupations on a scale from one (high status) to seven (low 
status). Table 17.6 shows the list of occupations used by Daniel in her study. 


L able 17.6 List of occupations used to compile a scale of occupational prestige 


Accountant 

Acupuncturist 

Advertising agent 

Airhostess 

Airline steward 

Ambulanceman 

Architect 

Army sergeant, female 

Assistant minister of 
religion 


Bank manager 
Bank officer (head office) 
Bank teller/clerk 
Bar manager 
Barmaid 

Barman 

Barrister 

Beauty consultant 
Bookie 

Bricklayer 

Bus driver 
Butcher (wages) 


Director of nursing 
services, matron 
Disc jockey 
Domestic worker 
Draftsman 


Economist 

Electrician (own business) 
Electrician (wages) 
Engineer, professional 


Farm labourer 
Farm manager 
Female solicitor 
Fireman 

Fitter and turner 


Garbage collector 

General practitioner, 
medical 

Geologist 

Government legal officer 

Grazier 


Laboratory technician 
Large farm owner 
Lecturer (technical college) 
Librarian 


Machinist, factory 

Managing director, large 
corporation 

Massage parlour 
operative 

Master builder 

Mayor 

Media newsreader 

Medical specialist 

Milkman 

Minister of religion, own 
parish 

Motor mechanic 


Newspaper editor 
Nightwatchman, security 


Producer, TV program 
Professor—university 
Professional fisherman 
(own boat) 
Professional footballer 
Professional golfer 
Professional punter 
Psychologist 
Publican 


Real-estate agent 
Registered nurse, female 
Registered nurse, male 
Research officer 
(business, union) 
Research scientist 
Restaurateur 
Road sweeper 


Sailor (able seaman) 
Sales assistant 

Sales representative 
School principal 
Seasonal labourer 
Secondary school teacher 
Senior clerk 

Sergeant, army, male 
Service station attendant 
Shearer 

Small landowner, rural 
Social worker 

Solicitor, male 

Speech therapist 
Stenographer 


Stockbroker 

Storeman and packer 
Superior of religious house 
Surveyor 

Systems analyst 


Taxi driver 
Telephone technician 
Telephonist 
Television actor 
Television technician 
Ticket collector 
Toolmaker 
Trade-union secretary 
Trainer (racehorse) 
Truck driver 

Typist 


Undertaker 
University lecturer 


Veterinary surgeon 


Waiter 

Waitress 

Wharfie 

Works manager, large 
enterprise 


Source: A. Daniel (1983), Power, Privilege and Prestige: Occupations in Australia, Longman Cheshire, Melbourne, pp. 48-50. 
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Daniel found that the most prestigious occupations were those of judge, cabinet minister 
and medical specialist, while the occupations of garbage collector and road sweeper were 
the least prestigious.*? According to Daniel, 


... occupational prestige remains the most powerful single indicator of the power and 
privilege any individual or group may command ... the status of occupations reflects 
the class structure; from the upper class are drawn those persons whose interests and 
activities constitute the dominant or governing elite in society.°° 


Income 


Income has traditionally been used as a measure of both purchasing power and status. 
Historically, the association between income and status has been high. However, this 
association is not as strong today as it was in the past. 

Using income poses a number of measurement problems. Basically, the researcher must 
decide which income to measure. This involves such decisions as: 


» individual or family income? 
» income before or after taxes? 
» salary or total income? 


Many individuals may not have accurate knowledge of their incomes as defined by the 
researcher (i.e. total family pre-tax income). In addition, individuals are often reluctant to 
reveal their income, and if they do respond to questions of this nature, they may not provide 
an accurate answer. 

The Australian Bureau of Statistics produces A Social Atlas, which provides a series of 
maps, produced from census data, that show the distribution of demographic and economic 
characteristics (population, age distribution, household income, occupations, type of 
dwelling etc.) in statistical divisions in all Australian capital cities. These maps show clearly 
that certain regions are class defined. 

Table 17.7 shows the income distribution of New Zealand households in 1995/96, and 
Table 17.8 shows real disposable income for Australian households in 1994. 

Income is clearly necessary if a lifestyle is to be maintained. Likewise, there is a higher 
status attached to higher incomes than to lower incomes. Still, income does not explain 
lifestyles completely. A university lecturer or a solicitor may have the same income as a truck 
driver or plumber. Nonetheless, it is likely that their consumption patterns for a variety of 
products will differ. Income relative to other variables, such as occupation, may be quite 
useful, and a number of studies have found it useful when used alone. 


Relative occupational class income 


So far, we have discussed the relative merits of only one status dimension in comparison with 
another. However, it may be more productive in some cases to consider using one status 
dimension in conjunction with another. This is what the concept of relative occupational 
class income (ROCI) involves. ROCI is the relationship of a family’s total income to the 
median income of other families in the same occupational class.3! Thus, occupational class 
is viewed as setting the basic lifestyle, while relative income provides one of the following: 


1. excess funds 
2. neither excess nor deficient funds 
3. deficient funds for the desired lifestyle 
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L able 17.7 Income distribution of New Zealand households in 1995/96* 


Annual income (NZS) Approximate equivalent Number of Average weekly income 


weekly income (NZS) households (000) per household (NZS) 
Under 13 300 Under 255 114.0 162.50 
13 000-18 799 255 to 361 116.5 311.50 
18 800-22 899 361 to 439 111.6 369.80 
22 900-28 799 439 to 552 116.7 491.50 
28 800-36 199 552 to 694 114.9 626.10 
36 200-44 199 694 to 848 115.2 768.30 
44 200-53 299 848 to 1 022 114.2 929.70 
53 300-67 399 1 022 to 1 293 13.9 1 145.70 
67 400-87 099 1 293 to 1 670 114.4 1 451.60 
87 100 or over 1 670 or over Bisel 2 588.90 
Total 1 146.6 887.60 


Note: 
* As estimated by Household Economic Survey. 


Source: Statistics New Zealand (1997), New Zealand Year Book 1997, Wellington, p. 131. 


L able 17.8 Distribution of real disposable income* of Australian households in 1994 


Average per week 


Income quintile** 1984 (SA) 1994 (SA) 
Lowest 192.13 » 174.82 
Second 365.67 340.07 
Third 543.27 517.77 
Fourth TAs bo WA 745.77 
Highest 1 176.68 1 205.46 
Overall average 605.54 596.84 


Notes: 

* Real disposable income is disposable income that has been adjusted for the effects of inflation, to enable comparisons of real values over 
time. Disposable income for 1984 has been inflated to 1993/94 values using the Consumer Price Index weighted average of eight capital 
cities, all-groups index. 

“Income quintiles are formed by ranking all households in ascending order by level of household income and then dividing into five groups, 
each containing 20 per cent of all households. 


Source: Australian Bureau of Statistics (1997), Australian Social Trends, Cat. No. 4102.0, p. 118. 


The three categories are referred to respectively as overprivileged, average, and 
underprivileged. They have been found to influence the consumption of such products as 
coffee and motor cars. Relative class income (used with Coleman’s multi-item index) also 
influences the types of stores shopped at.°” 
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L avie 


Multi-item indexes 


The use of social class as an explanatory consumer-behaviour variable has been heavily 
influenced by two studies, each of which has developed a multi-item index to measure social 
class.*> The basic approach in each of these studies was to determine, through a detailed 
analysis of a relatively small community, the classes into which the community members 
appeared to fit. Next, more objective and measurable indicators or factors related to status 
were selected, and weighted in a manner that would reproduce the original class 
assignments. 


Hollingshead Index of Social Position 


The Hollingshead Index of Social Position (ISP) is a two-item index that is well developed 
and widely used. The item scales, weights, formulas and social-class scores are shown in 
Exhibit 17.2. Using Hollingshead’s ISP, significant differences in the rates of eOnsuoeon 
are shown for seven of the nine food items included in Table 17.9. 


17.9 Consumption differences across the Hollingshead Index of Social 
Position strata* 


Social stratum 


Upper- Lower- Significant 
Food item Upper middle Middle middle Lower difference 
Ground coffee 4.07 4.79 4.17 3.93 2.61 Yes 
Instant coffee 5.30 4.82 5.25 5.44 6.15 No 
Tonic water 3.07 2.31 1.79 1.69 1.58 Yes 
Imported red wine 4.22 3.00 21 2.20 1.52 Yes 
Liqueurs 2.44 2.18 2.19 1.90 1.42 Yes 
Potato chips 1.96 2.58 3.15, 3.08 3.30 Yes 
Luncheon meat 2.67 3.65 3.58 3.70 4.00 No 


Note: 
* Frequency of consumption. 


Source: Adapted from C. Schaninger (1981), ‘Social Class versus Income Revisited: An Empirical Investigation’, Journal of 
Marketing Research, published by the American Marketing Association, May, pp. 197-201. 


Differences in the consumption of tonic water, imported red wine, and liqueurs are clearly 
discernible in Table 17.9, as these products are more readily consumed by the upper and 
upper-middle social classes. While the same is true for ground coffee, all social classes have 
approximately the same rate of instant-coffee consumption. Products such as potato chips 
are more frequently consumed by families lower in social status. 

It is important to note that this scale, like most multi-item indexes, was designed to 
measure or reflect an individual family’s overall social position within a community. Because 
of this, it is possible for a high score on one variable to offset a low score on another. 
Therefore, the following three types of individuals may all be classified as middle class: 
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E xnivis 17.2 Hollingshead Index of Social Position (ISP) 


Occupational scale (weight of 7) 


Description Score 
Higher executives of large concerns, proprietors and major professionals 1 
Business managers, proprietors of medium-sized businesses and lesser professionals 2 
Administrative personnel, owners of small businesses and minor professionals 3 
Clerical and sales workers, technicians and owners of small businesses 4 
Skilled manual employees 5 
Machine operators and semi-skilled employees 6 
Unskilled employees 7 

Educational scale (weight of 4) 
Description Score 
Professional 1 
Four-year university graduate 2 
One to three years of university 3 
High-school graduate 4 
Ten to 11 years of school 5 
Seven to nine years of school 6 
Fewer than seven years of school 7 
ISP score = (Occupational score x 7) + (Education score x 4) 

Classification system 

Social strata Range of scores Population breakdown (%) 
Upper LE=17 3.0 
Upper-middle 18-31 8.0 
Middle 32-47 22.0 
Lower-middle , 48-63 46.0 
Lower 64-77 21.0 


nn ——— TT Perea‘ Oo 


Source: Adapted from A. B. Hollingshead and F. C. Redlich (1958), Social Class and Mental Iliness, John Wiley & Sons, New York. 
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1. a person with a secondary-school education who is a successful owner of a medium- 
sized firm 

2. a TAFE college graduate working as a salesperson 

a university graduate working in an administrative position in the public service 


Oe) 


All of these individuals may well have similar standing in the community. However, it 
seems likely that their consumption processes for at least some products will differ. This 
highlights the fact that overall status may mask or hide potentially useful associations 
between individual status dimensions and the consumption process for particular products. 


Warner’s Index of Status Characteristics 


Another widely used multi-item scale of social status is Warner’s Index of Status Characteristics 
(ISC). Warner’s system of measurement is based on four socio-economic factors: 


1. occupation 3. house type 
2. source of income 4. dwelling area 


As shown in Exhibit 17.3, each of these dimensions of status is defined over a range of 
seven categories, and each carries a different weight. This system classifies individuals into 
one of six social-status categories. 


Which scale should be used? 


The selection of a measure of social status or prestige is not as complex a problem as might 
appear. What must be realised is that there is no one unidimensional status or class continuum. 
The problem is not one of selecting the best measure—rather, it is that of selecting the most 
appropriate prestige or status dimension for the problem at hand. When an individual’s total 
personal status is the dimension of concern, perhaps in a study of opinion leadership, a multi- 
item index such as the Warner or Hollingshead index would be most appropriate. Studies of 
taste and intellectually-oriented activities, such as magazine readership or television viewing, 
should consider education as the most relevant dimension. Occupation could be the most 
relevant dimension for studies focusing on leisure-time pursuits. 

The task of the marketing manager is to analyse the problem and select the measure of 
social stratification that is conceptually most relevant. Given this perspective, it is not 
surprising that studies attempting to determine the single best measure of social class have 
been inconclusive.*4 


Social stratification and marketing strategy 


While the concept of social stratification does not explain all consumption behaviour, it is 
certainly relevant for some product categories. A visit to a furniture store in a working-class 
area and then to a store catering to the upper class should provide some evidence of this. 

Figure 17.7 indicates the steps involved in using social stratification to develop a 
marketing strategy. The first task of marketing managers is to determine, for their specific 
product categories, which aspects of the consumption process are affected by social status. 
This will generally require research, in the course of which relevant measures of social class 
will be taken and associated with product/brand usage, purchase motivation, outlet 
selection, media usage and so on. 
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E xnivis 17.3 Warner’s Index of Status Characteristics (ISC) 


Characteristics 
Score Occupation Source of income House type Dwelling area 
1. Professionals and proprietors of Inherited wealth Excellent houses Very high: Gold Coast, 
large businesses North Shore etc. 
2, Semi-professionals and officials Earned wealth Very good High: better suburbs and 
of large businesses apartment-house areas 
. Clerks and kindred workers Profits and fees Good houses Above average: areas all 
. residential, space around 

houses, apartments in 
good condition 

4. Skilled workers Salary Average houses Average: residential 
neighbourhoods, no 
deterioration 

i Proprietors of small businesses Wages Fair houses Below average: area 
beginning to deteriorate, 
business entering 

6. Semi-skilled workers Private relief Poor houses Low: considerably 
deteriorated, run down 
and semi-slum 

he Unskilled workers Public relief and Very poor houses _ Very low: slum 

non-respectable 
income 


ISC score = (Occupation x 4) + (Income type x 3) + (House type x 3) + (Dwelling Area x 2) 


Classification system 


Social strata Range of scores Population breakdown (%) 
Upper-upper WW 1.4 
Lower-upper 18-24 1.6 
Upper-middle 25557 10.2 
Lower-middle 38-50 28.8 
Upper-lower oy en OP 33.0 
Lower-lower 63-84 25.0 


a eS FE EE ee 


Source: W. L. Warner, M. Meeker and K. Eels (1949), Social Class in America: Manual of Procedure for the Measurement of Social 
Status, Science Research Associates, Chicago. 
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S, igure 17.7 Using social stratification to develop marketing strategy 


Relate status 
variables to product 
consumption 


Target social Develop product | Marketing-mix 
strata position | decisions 


Gather data on: Select desired | Develop mix 
image based on to achieve 

1. Actual lifestyle actual or desired desired position: 
2. Desired lifestyle lifestyle of 
3. Media usage target strata | 1. Product 
4. Shopping patterns | 2. PRICE 

etc. 3. Promotion 

| 4. Distribution 


1. Product/brand usage | 
2. Purchase motivation 
3. Symbolic meaning 


Product/brand utilisation often varies widely across social strata. Income clearly restricts 
the purchase of some products, such as expensive sports cars and boats. Education often 
influences the consumption of fine art. Occupation appears to be related closely to leisure 
pursuits. 

The consumption of imported wine, liqueurs and original art varies with social class. Beer 
is consumed across all social classes, but Crown Lager is probably more popular at the 
upper end and Tooheys at the lower end. Interestingly, a recent campaign for XXXX beer 
in Queensland has appealed to a wide cross-section of the male population, suggesting that, 
no matter whether you’re a millionaire or a working man, XXXX beer is for you. This 
campaign appears not to distinguish between the socio-economic characteristics of segments 
of its market. 

A product/brand may also have different meanings to members of different social strata. 
Blue jeans may serve as economical, functional clothing items to working-class members 
and, for example, in the form of Calvin Klein jeans, as stylish, self-expressive items to upper- 
class individuals. Likewise, different purchase motivations for the same product may exist 
between social strata. Some people in higher social classes use credit cards for convenience 
(they tend to pay off the entire balance each month), while people in the lower social classes 
tend to use them for instalment purchases (they do not pay off the entire bill at the end of 
each month). 

For products such as those described above, social class represents a useful segmentation 
variable. Having selected a segment based on usage rate, purchase motivation or 
product/brand meaning, the marketer must position the brand in a manner consistent with 
the desired target market. 

It is important to remember that members of social strata desire to emulate some aspects 
of the lifestyle of higher social strata at least some of the time. Therefore, a brand targeted 
at the middle class could benefit from an upper-class product position. 
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Sumasry 


A social-class system is defined as the hierarchical division of a society into relatively permanent and 
homogeneous groups with respect to attitudes values, and lifestyles. 

For a social-class system to exist in a society, the individual classes must meet five criteria. They 
must be (1) bounded, (2) ordered, (3) mutually exclusive, (4) exhaustive and (5) influential. Using these 
criteria, it is obvious that a strict and tightly defined social-class system does not exist in Australia 
or New Zealand. What does seem to exist, however, is a series of status continua that reflect various 
dimensions or factors that the overall society values. Education, occupation, income and, to a lesser 
extent, type of residence are important status dimensions. Status crystallisation refers to the 
consistency of individuals and families on all relevant status dimensions (e.g. high income, high 
educational level). 

There are two basic approaches to the measurement of social classes: (1) using a single 
dimension, a single-item index, or (2) using a combination of several dimensions, a multi-item index. 

Single-item indexes base the estimate of status on a single-status dimension, which is easier to 
do than in multi-item measures. Income, education and occupation are the most frequently used 
measures of social status. Since there is not a unidimensional status or class continuum, it is 
impossible to state which is the best measure. Rather, the choice of the measure to be used should 
depend on its appropriateness for or relevance to the problem at hand. The use of one status 
dimension in conjunction with another seems appropriate. Relative occupational class income (ROCI) 
is a good example of such an approach. Multi-item indexes are designed to measure an individual's 
overall rank or social position within the community. Problems occur when this is done because of 
differences and/or inconsistencies between status items. 

While pure social classes do not exist in Australia or New Zealand, it is useful for marketing 
managers to know and understand the general characteristics of major social classes. Australian 
society has traditionally been described in terms of three major categories: upper, middle and lower 
class. Each social class is different in terms of occupation, education, income, ownership and 
affiliations. Because of these differences, the lifestyles and consumption behaviour of individuals in 
one social stratum can be quite different from those in other strata. These differences can often 
provide marketers with useful insights into the consumption behaviour of certain segments of our 
population. This allows marketing managers to develop more effective marketing programs directed 
at these groups. 


Key terms 


social class system status crystallisation 

social stratification single-item index 

bounded multiple-item index 

ordered Hollingshead Index of Social Position (ISP) 
mutually exclusive Warner's Index of Status Characteristics (ISC) 
exhaustive relative occupational class income (ROCI) 


influential 
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You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services. The Australian Bureau of Statistics and Statistics New 
Zealand Websites provide a range of the latest census data, which you may find useful. 


Australian Bureau of Statistics http://www-statistics.gov.au 

Australian Council of Social Service http://Www.acoss.org.au 

Business Review Weekly Rich 200 http://www.brw.com.au/root_brw/rich200/index/htm 
Mercedes Benz http://www.mbau.mercedes_benz.com 

Statistics New Zealand http://www-stats.govt.nz 
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Review questions 


What is a social-class system? 

Describe the five criteria necessary for a social-class system to exist. 

Does a tightly defined social-class system exist in Australia and New Zealand? Explain your answer. 
What is meant by the statement, ‘What exists is not a set of social classes, but a series of status continua’? 
What status dimensions are common in Australia or New Zealand? 

What is meant by status crystallisation? Is the degree of status crystallisation relatively high or low 
in Australia or New Zealand? Explain your answer. 

What are the two basic approaches used by marketers to measure social class? 

What are the advantages of multi-item indexes? The disadvantages? 

Describe the Hollingshead two-factor index. How does it compare to Warner’s four-factor index? 
What are the primary advantages of single-item indexes? 

What are the problems associated with using income as an index of status? 

Why is education sometimes used as an index of status? 

What are the advantages of using occupation as an indication of status? 

How should a marketing manager select the most appropriate measure of status? 

What is meant by relative occupational class income? Why is the general idea behind this concept 
particularly appealing? 

Brietly describe the primary characteristics of each of the classes listed below (assume a high level of 
status crystallisation): 

a. Upper class b. Middle class. c. Lower class. 

How does a manager develop a marketing strategy based on social status? 


Pisatied questions 


Which status variable, if any, is related most closely to: 
a. Subscribing to National Geographic magazine? 
b. Playing golf? 


ae 


CHAPTER 17 SOCIAL STRATIFICATION 17.25 


c. The type of dog owned? 

d. A person’s favourite television program? 

e. The type of retail store selected? 

How could a knowledge of social stratification be used in the development of a marketing strategy 
for: 


a. The Salvation Army? d. A credit card (VISA)? 
b. A department store? e. A housing development? 
c. Bicycles? f. Toothpaste? 


Do you think Australia and/or New Zealand are becoming more or less stratified over time? 
Which status continuum do you think conveys the most status? 

Did your parents have a high or low level of status crystallisation? Explain. 

Name four products for which each of the three following single-factor indexes would be most 
appropriate. Justify your answer. 

a. Income. c. Occupation. 

b. Education. 

Name four products, other than motor cars, for which the concept of relative occupational class 
income would be particularly useful. 

How should marketers approach the lower or working class? 

Is it ethical for marketers to use the mass media to promote products that most members of the lower 
class or working class cannot afford? 

Would your answer to Discussion Question 1 change if the products were limited to children’s toys? 
Name five products for which the ‘upward-pull’ strategy shown in Figure 17.4 would be appropriate. 
Name five for which it would be inappropriate. Justify your answer. 

What are the marketing implications of Figure 17.5? 

Discuss the similarities and differences between multi-item measures of social status shown in Exhibit 
17,2 and) Extibiel 7,3: 

Select a product, and develop a marketing mix using Figure 17.7 as a model. Make assumptions that 
are justified by the material in this chapter. 


Peapa questions 


Interview salespersons from stores carrying furniture with differing levels of quality. Determine the 
social-class or status characteristics of each salesperson’s customers, and the marketing strategies used 
by the store. 

Interview two salespersons from one of the following product categories. Ascertain their perceptions 
of the social classes or status of their customers. Determine if their sales approach differs for customers 
from differing classes. 


a. New cars. d. Men’s suits. 
b. Spas. e. Sports equipment. 
c. Stereo equipment. f. Jewellery. 


Examine a variety of magazines/newspapers, and clip or describe an advertisement that positions a 
product as appropriate for one of the three social classes described in the chapter. 

Find advertisements that are examples of the marketing strategies outlined in Figures 17.4 and 17.5. 
Explain the strategy of each advertisement in terms of the target market, the product positioning, and 
the media used to reach this target market. 
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Interview an electrician, schoolteacher, retail clerk and successful businessperson. Measure their social 
status using one of the multi-item measurement devices. Evaluate their status crystallisation, and 
unique and similar consumer behaviours. 

Visit a supermarket car park in two different suburbs. Analyse the differences in the types of cars, 
dress, and behaviours of customers patronising these two supermarkets. 

Secure a newspaper from a city you have not lived in (a Sunday paper is best). Select five or six 
advertisements from retail outlets such as furniture stores. Estimate the social class the advertisements 
are aimed at. What cues led you to your estimate? 

Using A Social Atlas for a capital city in Australia, write a brief report on how marketers could use 
this data to target different social classes. 

Visit the Australian Bureau of Statistics Website to access the 1996 Census Community Profile data 
for your suburb. 
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CHAPTER 18 


( 7 oss-cultural Variations 
in consumer behaviour 


Chapter objectives 


When you have worked through this chapter, you should understand: 
» the concept of culture 

the way in which culture is shared and acquired 

that cultural values can be classified into three categories 


that culture involves non-verbal communications also 


VV VY 


the risks and opportunities of cross-cultural marketing 


18.2 
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| Eras the best of marketers can get it wrong when it comes to cultural issues. More often 
than not, marketing decisions are made on the basis of some ethnocentric views of the 
world, with less than optimal results! Consider the debacle that followed the launch of one 
of the latest Nike athletic shoe models. Not only did the new shoe have to be withdrawn from 
the market within weeks, but Nike Inc. also had to apologise to the US Muslim population, 
and donate a $US50 000 playground to an Islamic elementary school in the USA. 

The cause of this embarrassing incident? A seemingly trivial logo, designed to look like 
flame, and displayed on the back of the new line of shoes, which were poised to be sold 
under the names of Air Bakin’, Air Melt, Air Grill and Air B-Que. While the new range 
appeared set to ignite the market, it soon met with an even more burning response. Quite 
unwittingly, the new logo bore a striking resemblance to the word ‘Allah’ when written in 
Arabic. The Washington-based Council on American-Islamic Relations (CAIR) took 
exception to this, and the story was soon in the papers of all Islamic countries, including 
Malaysia. In an unprecedented move—Nike had never before recalled any product—the 
company set out to redress what Nike spokesman Mr Roy Agostino described as an 
‘unplanned mistake’. Nike hopes that, as it has recalled the shoe and apologised to Muslims 
in the USA, the CAIR will urge Muslims around the world not to boycott all Nike products. 
Nike had already experienced some difficulties with CAIR when billboard advertisements 
used in California showed a basketball athlete with the legend ‘They called him Allah’.! 

In a similar fashion, the Adelaide Festival of the Arts offended the Greek Orthodox 
community when it used an image of the Madonna playing an accordion for its 1998 poster. 
The debate that ensued, while it did not eventuate in any change in the campaign or in a 
court case, remained an unwelcome source of negative publicity.” 

The fact that companies as successful and as global as Nike Inc. can still get it wrong 
demonstrates the challenge cultural issues pose to marketers, particularly in an international 
setting. Yet understanding culture, and being able to communicate effectively across 
cultures, is one of the most interesting and rewarding aspects of the international marketer’s 
job. Moreover, few countries are completely culturally homogeneous, and working in 
marketing even within the confines of one country often requires some understanding of 
cultural issues too. Australia and New Zealand are intrinsically multicultural societies. As a 
result, it is important to remember that opportunities for understanding and acting upon 
some cultural characteristics exist within their national boundaries, a fact all too often 
ignored by marketers dealing with the domestic market! 

Figure 18.1 illustrates the major variables that influence marketing strategy across 
cultures. 

Marketing across cultural boundaries is a difficult and challenging task. As shown above, 
cultures may differ in terms of demographics, languages, non-verbal communication, and 
values. This chapter focuses on cultural variations in the last two areas: non-verbal 
communication and values. First, however, we emphasise the important role demographics 
play in differentiating countries and cultures. Then the general nature of culture, and the 
ways culture functions to influence behaviour, are examined. 

Next, the variations in values and non-verbal communication that exist between cultures 
are discussed, as are the impact these variations have on marketing practice. Finally, a step- 
by-step procedure for marketing in a different culture is presented. Paying close attention 
to cross-cultural variations can lead to success in a difficult marketing task such as selling 
beer in a Muslim country, as Guinness does so successfully in Malaysia, or as Schlitz does 
so successfully in Saudi Arabia, where it captured about 40 per cent of the beer market. 
Schlitz uses Arabic labelling on one side of its package and English on the other. The 
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beverage looks and tastes like standard beer. However, since it contains no alcohol, it is 
acceptable in terms of the prevailing values. 

Before we begin our discussion, it is important to point out that, while marketing strategy 
is heavily influenced by such variables as values, demographics and languages, it also 
influences these variables. For example, television advertising in China is extensive, and 
reflects many Western values. Over time, such advertising will influence not only how many 
Chinese choose to live (lifestyle), but also what they value and how they think and feel.> 


Demographics 


Demographics is the description of a population in terms of its size, structure and 
distribution. While cultures and countries are frequently not synonymous, demographic 
data are generally available only for countries or other political units. Exhibit 18.1 
illustrates a demographically-based segmentation of countries. Clearly, the consumption 
patterns among these segments will differ sharply. 
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E xmivis 18.1 Demographic segmentation of international markets4 


Dependents 

Kenya, Bangladesh, Algeria, Nepal, Pakistan, Bolivia, Honduras 

Life expectancy in these countries is 40 years, and women generally have five or more children. They are unable 
to feed, clothe, house, educate, or provide medical care for themselves even at the most minimal level. One 
company entered this market with a program on how to use a bleach product as a disinfectant. Because literacy 
rates are low, the product's use is illustrated with pictures. 


Seekers 

Malaysia, Gabon, Brazil, Indonesia, Venezuela, Turkey, Sri Lanka 

Life expectancy is 60 years, and women have on average four or five children. These countries are identified as 
seekers because their livelihood depends on investments from foreign countries. These countries are progressive 
economically, but are having a hard time keeping up with consumer demand. While their governments encourage 
residents to buy local products, the middle class is beginning to value high-quality goods. 


Climbers 

Israel, Singapore, Hong Kong, Greece, Portugal, Spain, Ireland, Italy, New Zealand, South Korea 

Women have on average two or three children, and there is an emerging middle class. These are countries where 
the sales of disposable nappies, convenience foods and business machines are increasing. These countries use 
imports as status symbols, but also have a great deal of ethnic pride. 


Luxury and leisure 

United States, Canada, Japan, Great Britain, Australia 

Population growth is slowing, and women have about two children. Families in these countries are smaller and 
more affluent, and spend more money on each family member and on recreation. Cable TV, specialised 
magazines and unique products characterise the competition that exists as firms compete for segments within 
these markets. 


Rocking chairs 

Switzerland, Luxembourg, the Netherlands 

Women in these countries have fewer than two children, and there is a higher proportion of people in their 
mature years. There is more interest in social security and health-care plans than in consumer goods. 


Figure 18.2 shows the age distribution of Australia and the Philippines. What product 
opportunities does this figure suggest for each country? Even if all other aspects of the two 
countries were identical, the demographic variable of age would dictate different product 
and communication mixes. 

Even countries within the European Community have substantially different 
demographics, and this hinders their movement towards a unified social system. For 
example, 95 per cent of the population of Belgium lives in urban areas, compared with 30 
per cent of the population of Portugal. Less than 5 per cent of the British workforce is in 
agriculture, compared with 30 per cent of the Greek workforce. These, and a multitude of 
other demographic differences, are important causes of consumption variations across 
countries. 
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In Australia, some demographic differences exist between groups of different ethnic origins. 
In New South Wales, 10 000 people speak Ukrainian, Estonian, Latvian or Lithuanian, and 
half of them are at least 65 years old. In contrast, of the 9000 people in New South Wales who 
speak Thai, Khmer or Lao, fewer than 5 per cent are 65 or older. 

While demographic differences between countries or ethnic groups are important, they 
are also relatively obvious, despite the frequent absence of accurate or comparable data.°® 
The next section will now focus on the equally important though more subtle influences 
exerted by culture. 


The concept of culture 


Culture is a complex concept, one that includes knowledge, beliefs, art, law, morals, customs, 
and any other capabilities and habits acquired by individuals as a member of society.’ 

Several aspects of culture require elaboration. First, culture is a comprehensive concept. 
It includes almost everything that influences an individual’s thought processes and 
behaviours. While culture does not determine the nature or frequency of biological drives, 
such as hunger or sex, it does influence if, when and how these drives will be gratified. 
Second, culture is acquired. It does not include inherited responses and predispositions. 
However, since most human behaviour is learned rather than innate, culture does affect a 
wide array of behaviours. 
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Third, the complexity of modern societies is such that culture seldom provides detailed 
prescriptions for appropriate behaviour. Instead, in most industrial societies, culture supplies 
boundaries within which most individuals think and act.® 

Finally, the nature of cultural influences is such that consumers are seldom aware of them. 
An individual behaves, thinks, and feels in a manner consistent with other members of the 
same culture because it seems appropriate to do so. The influence of culture is similar to the 
air we breathe: it is everywhere, and is generally taken for granted unless there is a fairly 
rapid change in its nature. 


The way culture functions 


Culture operates primarily by setting rather loose boundaries for individual behaviour, and 
by influencing the functioning of such institutions as the family or mass media. It therefore 
provides the framework within which individual and household lifestyles evolve. 

The boundaries that culture sets on behaviour are called norms. Norms are rules that 
specify or prohibit certain behaviours in specific situations, based on or derived from 
cultural values. So, while it is the norm in France to kiss any acquaintances to say ‘Hello’ 
and ‘Goodbye’, and while the traditional Maori greeting involves the touching of noses, 
such behaviour would be considered quite inappropriate in Japan, where physical contact is 
kept to a minimum during social interaction. 

Cultural values are widely held beliefs that affirm what is desirable. Interestingly, it is not 
necessary for a culture’s values to be logically consistent. In fact, some tension or strain 
between conflicting cultural values is characteristic of most advanced societies as a result of 
rapid changes in such areas as technological development. This array of abstract, and 
sometimes conflicting, cultural values that characterises industrialised societies leaves room 
for a variety of distinct lifestyles to evolve within each society. Examples of cultural values 
and accompanying lifestyles that are often the object of controversy include materialism and 
individualism. 

The violation of cultural norms results in sanctions or penalties, which range from mild 
social disapproval to banishment from the group. Conformity to norms is usually given 
explicit and obvious rewards only when a child is learning the culture (socialisation) or an 
individual is learning a new culture (acculturation). In other situations, conformity is 
expected without reward. For example, in Australia people are expected to arrive on time for 
business and social appointments. No compliments are made when they do arrive on time, 
but some anger will prevail if they arrive late. Thus, as Figure 18.3 indicates, cultural values 
give rise to norms and associated sanctions which in turn influence consumption patterns. 

The preceding discussion may leave the impression that people are aware of cultural 
values and norms, and that violating any given norm carries a precise and known sanction. 
This usually is not the case, however. People tend to ‘obey’ cultural norms without thinking 
because to do otherwise would seem unnatural. For example, we are seldom aware of how 
close we stand to other individuals while conducting business. Yet, even though it varies 
from culture to culture, this distance is well defined and adhered to within each culture. 

Cultures are not static. They typically evolve and change slowly over time.” However, there 
may be major changes during relatively short periods as a result of rapid technological 
advances, conflicts between existing values, exposure to the values of another culture, or 
dramatic events such as wars. Marketing managers need to understand both the existing 
cultural values and the emerging cultural values of the societies they serve.!? The examples in 
Exhibit 18.2 illustrate the negative consequences of a failure to understand cultural differences. 
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E xnivis 18.2 Cross-cultural marketing mistakes 


> 


In Cabramatta, a milk vendor has been reported to complain about a loss of business, which he attributes to 
‘the Asians’. Indeed, the number of Vietnamese doubled between 1981 and 1986 in his milk run, and a third 
of the local population in the area was born in South-East Asia. Traditionally, many cultures in South-East Asia 
do not drink cow’s milk.” 


When kellogg’s launched its breakfast cereals on the Brazilian market, it advertised on the ‘novelas’, the 
popular type of local soap opera. The first campaign positioned cereal as a snack rather than as a part of a 
breakfast meal, but was soon withdrawn. Since an analysis of the Brazilian culture revealed a very high value 
placed on the family, with the male the dominant authority, the next campaign focused on family breakfast 
scenes, with the father pouring the cereal into bowls and adding milk. Cereal sales increased, and Kellogg’s 
achieved a 99.5 per cent market share. However, the annual consumption of ready-to-eat cereal remains 
below 30 g per capita.” 


Coca-Cola had to withdraw its 2-litre bottle from the Spanish market after discovering that it did not fit into 
local refrigerators. ° 


Campbell Soup entered the Brazilian market, but had to withdraw from the market within three years. Its large 
cans, bearing the familiar white and red label, did not appeal to the Brazilian housewife, who prefers 
dehydrated soups which can be used as a starter to which other ingredients can be added. Baby foods from 
Gerber failed in Brazil for similar reasons." 


Crest initially failed in Mexico when it used its US approach of providing scientific proof of its decay prevention 
capabilities. Most Mexicans assign little value to the decay-prevention benefit of toothpaste. 


Procter & Gamble’s commercials for Camay, in which men gave women direct compliments on their 
appearance, were successful in many countries. However, they were a failure in Japan, where men and 
women don’t interact in this manner. 
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Numerous Australasian companies have awakened to the need for general cultural 
sensitivity. For instance, Philips Fox, an Australasian legal firm, has opened one of the first 
foreign legal practices in Vietnam by setting up a branch in Hanoi. The New Zealand Dairy 
Board, as well as the Apple and Pear Board, have representatives in Asia, including Hong 
Kong and Singapore, in order to investigate these tantalising new markets. Even universities 
are now competing in some Asian markets, such as Malaysia and Singapore, taking into 
account the cultural needs of students in terms of class size and method of course delivery. 
Likewise, large multinational corporations now commit substantial budgets to cross- 
cultural training for their employees. Even within Australia, companies are starting to see 
the opportunities that exist in the ethnic markets. In 1988, National Australia Bank 
researched the Arabic, Chinese, Vietnamese and Yugoslav markets, and discovered 
differences in their banking behaviours. For example, many in these markets were wary of 
automatic teller machines (ATMs); yet, after an appropriate education program, they too 
started to enjoy the convenience of ATMs. In addition to this, the bank developed special 
brochures in different languages, recruited and positioned staff with an ethnic background 
in its various branches, and undertook advertising in the ethnic press.!° Another success 
story is that of the New South Wales State Lottery, with its strategy of targeting the Chinese 
community with a specially designed Chinese New Year $A2 ticket. In 1992 it celebrated 
the Year of the Monkey in its design, and repeated this method subsequently for the year of 
the Rooster and that of the Dog.!® 

By the same token, organisations that fail to display cultural sensitivity may suffer as a 
consequence. This is illustrated by the example of the Adelaide Festival 1998 poster. 


Variations in cultural values 


As stated earlier, cultural values are widely held beliefs that affirm what is desirable. These 
values affect behaviour through norms, which specify an acceptable range of responses to 
specific situations. A useful approach to understanding cultural variations in behaviour is 
understanding the values embraced by different cultures. 

There are a multitude of values that vary across cultures and affect consumption. Figure 
18.4 summarises the classification scheme adopted in this book, and used in Chapter 12 in 
relation to the Australasian society, which consists of three broad forms of cultural values: 
other-oriented, environment-oriented, and self-oriented values.!” The cultural values that 
have the most impact on consumer behaviour can be classified in one of these three general 
categories. Each of the values listed within the three categories can affect more than one 
area, but their primary impact is generally in only one of the categories. 

Other-oriented values reflect a society’s view of the appropriate relationships between 
individuals and groups within that society. These relationships have a major impact on 
marketing practice. For example, if the society values collective activity, consumers will look 
to others for guidance in purchase decisions, and will not respond favourably to promotion 
appeals emphasising individuality. 

Environment-oriented values prescribe a society’s relationship to its economic and 
technical as well as its physical environment. A manager would develop a very different 
marketing program for a society that stressed a problem-solving, risk-taking, performance- 
oriented approach to its environment than he or she would for a fatalistic, security- and 
status-oriented society. 
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Self-oriented values reflect the objectives and approaches to life that the individual 

| members of society find desirable. Again, these values have strong implications 

for marketing management. For instance, the acceptance and use of credit is very | 
much determined by a society’s position on the value of postponed versus immediate 
gratification. 

| Table 18.1 provides a list of 18 values that are important in most cultures. The list is 
not meant to be exhaustive, but it does include the major values that are relevant to 
consumer behaviour in industrialised societies. Most of the values are shown as 
dichotomies (e.g. materialistic vs non-materialistic); however, this is not meant to represent 
an either/or situation. Instead, a continuum exists between the two extremes. For 
example, two societies can each value tradition, but one may value it more than the other 
and, therefore, will lie closer to the tradition end of the scale. Also, for several of the 
values, a natural dichotomy does not seem to exist. For a society to place a very low value 
on cleanliness does not necessarily imply that it places a high value on ‘dirtiness’. Table 
18.1 acts as a summary; these 18 values are also described in more detail on the following 


page. 
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éf able 18.1 Cultural values affecting consumer behaviour 


Value type 


Other-oriented values 
Individual/collective 


Romantic orientation 
Adult/child 
Masculine/feminine 
Competition/co-operation 


Youth/age 


Issues affected by this value 


Are individual activity and initiative valued more highly than collective activity and 
conformity? 


Does the culture believe that ‘love conquers all’? 

Is family life organised to meet the needs of the children or the adults? 

To what extent does social power automatically go to males? 

Do people obtain success by excelling over others, or by co-operating with them? 


Are wisdom and prestige assigned to the younger or the older members of a 
culture? 


Environment-oriented values 


Cleanliness 


Performance/status 


Tradition/change 


Risk taking/security 


Problem solving/fatalism 


Nature 


Self-oriented values 


Active/passive approach 


Material/non-material 
approach 


Hard work/leisure 


Postponed gratification/ 
immediate gratification 


Sensual gratification/ 
abstinence 


Humour/seriousness 


To what extent is cleanliness pursued beyond the minimum needed for health? 


Is the culture’s reward system based on performance, or on inherited factors such 
as family or class? 


Are existing patterns of behaviour considered to be inherently superior to new 
patterns of behaviour? 


Are those who risk their established positions to overcome obstacles or achieve 
high goals admired more than those who do not? 


Are people encouraged to overcome all problems, or to take a ‘What will be, will 
be’ attitude? 


Is nature regarded as something to be admired or overcome? 


Is a physically active approach to life valued more highly than a less active 
orientation? 


How much importance is attached to the acquisition of material wealth? 


Is a person who works harder than economically necessary admired more than 
one who does not? 


Are people encouraged to ‘Save for a rainy day’, or to ‘Live for today’? 
To what extent is it acceptable to enjoy sensual pleasures such as food, drink 


and sex? 


Is life to be regarded as a strictly serious affair, or is it to be treated lightly? 
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Other-oriented values 
Individual/collective 


Does the culture emphasise and reward individual initiative, or are co-operation with and 
conformity to the group more highly valued? Are individual differences appreciated or 
condemned? Are rewards and status given to individuals or to groups? The answers to these 
questions will reveal the individual or collective orientation of a culture. 

Relative to contemporary Australia and New Zealand, there is a weaker sense of 
individualism in Japan, and a stronger pressure to conform to, and associate with, reference 
groups. Therefore, it would be inappropriate to motivate and compensate Japanese sales 
personnel by using individual-based incentive systems and promotions. Likewise, such 
advertisement themes as ‘Be yourself’ may be effective in Australia or New Zealand, but 
would probably not be effective in Japan. 

However, these generalisations are less accurate today than they were in the recent past. 
Evidence indicates that the Japanese, particularly the younger generation, are becoming 
more individualistic.!® Japanese advertising themes are reflecting this change.!? In addition, 
it should be noted that there may be some groups within the wider Australian or New 
Zealand societies, such as Aborigines and Maoris, who relate more to the collective 
orientation and for whom the tribal basis may be more significant than the individual. 

An example of cross-cultural adaptation to this group/collective orientation is provided 
by companies entering some of the Asian markets with strong existing brands in order to 
capitalise on the desire of many local consumers to conform to what people do in western 
societies. Franchised restaurants, for example, have built on this appeal in order to target 
the emerging Indonesian middle class. According to Mr Mukerjee, an adviser to the US- 
based TGI Friday’s chain, ‘Indonesia is a very typical new Asian market. If it is a (Western) 
brand name, they feel like eating there.’*° 


Romantic orientation 


Is the ‘boy meets girl, overcomes obstacles, marries, and lives happily ever after’ theme 
common in the popular literature in the culture being targeted by a marketer? Is there 
freedom of choice in the selection of partners? A Listerine advertisement in Thailand 
showing a boy and girl obviously fond of each other was a failure. The advertisement was 
changed to two girls discussing Listerine, and was successful.*! Advertisements portraying 
courtship activities or close intimacy, as shown in Exhibit 18.3, for example, are not 
effective in India, where most marriages are arranged by parents. 

In contrast, Unilever’s female body spray, Impulse, is successfully marketed in 31 countries, 
including Australia and New Zealand, using a straightforward romantic theme: a man sees a 
young woman in the street and becomes so bewitched that he is compelled to run over and 
give her some flowers—‘the magic effect of Impulse’.2* This overall theme has been adapted 
to suit the cultural characteristics of each country where the campaign is used. For example, 
in Italy, the notion that a man could just fall for a woman and behave in such an undignified 
manner as to run after her with flowers seemed far too unbelievable to groups of consumers 
involved in the pretesting of the campaign. As a result, the man in the advertisement was 
shown to look around after walking past the ‘Impulse’ woman, and then run athletically back 
to a flower vendor, from whom he stole a bunch of flowers in a very ‘macho’ way before 
catching up with the woman. This was perceived as suitably masculine behaviour, and 
addressed the pretest panel’s concerns! Needless to say, this scenario was not used for the 
German campaign, where a different variation was scripted to account for local sensitivities. 
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xhibit 18.3 Advertisement portraying accepted Western norms of courtship and 
physical proximity 


contact. 
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Adult/child 
To what extent, in the culture being targeted, do the primary family activities focus on the 
needs of the children instead of those of the adults? What role, if any, do children play in 
family decisions? What role do they play in decisions that primarily affect themselves? 
Johnson & Johnson’s advertisements for their baby range have been successful in 
Australia and Asia because of the universal appeal of a communication based on the 
mother’s love for a newborn child. Yet adaptations were made to the commercial to suit the 
Asian market. *° China’s policy of limiting families to one child has produced a strong focus 
on the child. In fact, many of the only children in China receive so much attention that they 
are known throughout Asia as ‘little emperors’. And there have been some unexpected 
implications attached to this phenomenon. For example, these little emperors appear to 
favour Western names over their traditional names, so advertising for children’s products 
may have to show Mum addressing the child as ‘Robbie’ or “Tom”! 


Masculine/feminine 


Are rank, prestige and important social roles in the culture assigned primarily to men? Can 
a female’s life pattern be predicted at birth with a high degree of accuracy? Does the husband 
or wife make important family decisions, or do both take part in decision making? We still 
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live in a masculine-oriented world, yet the degree of masculine orientation varies widely 
from culture to culture. 

Both obvious and subtle aspects of marketing are influenced by this dimension. 
Obviously, it would be inappropriate to show women executives in advertisements in 
Muslim countries. Or suppose an advertising company had an office in a Muslim country. 
Would it be wise to follow the common Australian practice of hiring a female secretary? To 
do so would be an affront to many potential Muslim male clients. However, if the purpose 
of an advertisement for the Dutch market were to portray a purchase decision for furniture 
or a household appliance, a joint decision process by both husband and wife would 
probably have to be shown.’° 


24 


Competition/co-operation 


In the culture concerned, is success achieved by outdoing other individuals or groups, or by 
forming alliances with other individuals and groups? Does everyone admire a winner? 
Variations in this value can be seen in the way different cultures react to comparative 
advertisements. For example, Mexico and Spain ban such advertisements, while the United 
States encourages them. Market-share objectives, comparative advertising themes and 
salesforce compensation and motivation are among the decisions that would be affected by 
a culture’s competition—co-operation orientation. 


Youth/age 


Are prestige, rank and important social roles assigned to younger or to older members of 
society? Are the behaviour, dress and mannerisms of the younger or the older members of a 
society imitated by the rest of the society? While the Australian and New Zealand societies 
are clearly youth oriented, the Confucian concept followed in Korea emphasises age. Mature 
spokespersons would tend to be make Korean advertisements more successful than would 
younger ones. Likewise, Aborigines and Maoris traditionally perceive the elders as valuable 
members of society, whose status greatly exceeds that of the young members of the group. 


Environment-oriented values 
Cleanliness 


Is cleanliness ‘next to godliness’, or is it a rather minor matter in the culture? Are individuals 
expected to be clean beyond reasonable health requirements? Australians are often proud to 
say that their national per-capita consumption of soap is the highest in the world, but is this 
an indication of the value of cleanliness, or rather the consequence of the very hard water 
supplied to households? In the USA, a high value is placed on cleanliness, whereas many 
Europeans consider Americans to be paranoid on the subject of personal hygiene! 


Performance/status 


Are opportunities, rewards and prestige based on an individual’s performance, or on the status 
associated with his or her family, position or class? Do all people have an equal opportunity 
economically, socially and politically at the start of life, or are certain groups given special 
privileges? A status-oriented society is more likely to prefer ‘quality’ or established brand 
names and high-priced items over functionally equivalent items with unknown brand names 
or lower prices. This is the case in many Asian countries, which makes it difficult for new 


18.13 


18.14 


SECTION FOUR EXTERNAL (INFLUENCES 


brands to gain market share. Toyota Corolla, for example, was advertised in Hong Kong from 
1995, and subsequently to Australia’s ethnic Chinese, using a message where a father extolled 
the virtues of Toyota, because brand name and the father’s approval are both important to the 
Chinese.*° Brands that are able to appeal to the status-conscious segment may achieve rapid 
international success. Corona beer, for example, with its innovative character, is distributed in 
112 countries, and has set records on the world market. First introduced in Mexico, Corona 
is now the best-selling imported beer in Canada, Australia, Japan and New Zealand, and the 
second-best selling imported beer in the USA. Its success is perhaps due to its use of lemon, but 
is more likely the result of its careful and exclusive positioning as a sophisticated beer.27 


Tradition/change 


Is tradition valued simply for the sake of tradition in each culture? Is change or ‘progress’ 
an acceptable reason for altering established patterns? Societies that place a relatively high 
value on tradition tend to resist product changes. In many countries of Asia where the 
Confucian philosophy prevails, ancestors are respected, and their ways are transmitted from 
one generation to the next as the model to emulate. Little wonder then that appeals to 
novelty and change may have little impact upon such markets. In contrast, relatively new 
countries such as the United States or Australia not only value, but indeed revel in, the idea 
of modernity. As a result, the concept of progress is more readily appealing to such markets. 


Risk taking/security 


Do the ‘heroes’ of the culture meet and overcome obstacles? Is the person who risks his or 
her established position or wealth on a new venture admired, or considered foolhardy? This 
value has a strong influence on both entrepreneurship and economic development. The 
society that does not admire risk taking is unlikely to develop enough entrepreneurs to 
achieve economic change and growth. New-product introductions, new channels of 
distribution and advertising themes are all affected by this value. While the age of glory has 
passed for the ‘brilliant entrepreneurs’ of the 1980s, both in Australia and New Zealand, 
what value do Australasians still place on the pursuit of high-risk ventures? 

Gambling is also a form of risk-taking behaviour. According to recent findings, Australian 
households spend between 2.22 per cent (Tasmania) and 3.17 per cent of their income (New 
South Wales) on racing, gaming and poker machines, which represents a major source of 
growth for the gaming industry.?® 


Problem solving/fatalism 


Do the people in the culture react to obstacles and disasters as challenges to be overcome, 
or do they take a ‘What will be, will be’ attitude? Is there an optimistic, ‘She'll be right’ 
orientation? In Australia, as in other parts of the world such as the Caribbean or Mexico, 
difficulties are often dismissed with an ‘It will be all right’ attitude. In terms of consumer 
behaviour, this may mean that customers are less likely to express formal complaints when 
confronted with an unsatisfactory purchase.?” 


Nature 


Is nature assigned a positive value by the culture, or is it viewed as something to be overcome, 
conquered or tamed? Australian and New Zealand settlers have historically considered 
nature as something to be overcome or improved. Crocodile Dundee, who wrestles with 
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reptiles and tames the outback, is a hero figure in the Australian psyche.°° In contrast, for the 
native populations of both Australia and New Zealand, nature is a spiritual concept, a 
mother force that should not be tampered with. Only recently have the claims of native 
Australasians started to be heard, and only recently have governments taken action to allow 
for their original link to the land to be acknowledged and, sometimes, restored. 

Most northern European countries (Germany, Holland, Sweden and Denmark in 
particular) place a very high value on the environment. Packaging and other environmental 
regulations are more stringent in these countries than in North America or Australasia. In 
their turn, North America, Australia and New Zealand appear to place a higher value on 
the environment than do the southern European countries and most developing countries— 
though this may reflect variations in the financial ability to act on this value, rather than the 
priority accorded to this value. 


Self-oriented values 
Active/passive approach 


In the culture, are people expected to take a physically active approach to work and play? 
Are physical skills and feats valued more highly than less physical performances? Is 
emphasis placed on doing? Recent studies identified substantial variations in the way 
women from different countries are socially active outside the home. Frenchwomen 
favoured the statement, ‘Fireside chats with friends are my favourite ways of spending an 
evening,’ while American women liked ‘Parties where there is lots of music and talk’. 
Norwegian women, in contrast, spent two to four times more time participating in sports 
than did American women.?! Vastly different products and advertising themes are required 
for these differing approaches to outside activities. 


Material/non-material orientation 


Is the accumulation of material wealth a positive good in its own right in the culture? Does 
material wealth bring more status than family ties, knowledge, or other activities? 

There are two types of materialism. Instrumental materialism is the acquisition of things 
to enable a person to do something. For example, skis can be acquired in order to allow 
someone to ski. Terminal materialism is the acquisition of items for the sake of owning the 
items themselves. Art, for example, is generally acquired for the pleasure of owning it rather 
than as a means to another goal. 

Cultures differ markedly in their relative emphasis on these two types of materialism. For 
example, a substantial percentage of advertisements in Australia, New Zealand, the United 
States and Japan have a materialistic theme. Instrumental materialism is most common in 
Australian, New Zealand and US advertising, while terminal materialism is predominant in 
Japanese advertisements.** More recent research, however, suggests that Australian consumers 
are now no longer striving so much for material things, as their aspirations are now being 
directed towards a better quality of life.33 A further description of cultural variation in the 
meaning of material items is presented in the section on non-verbal communication. 


Hard work/leisure 


In the culture, is work valued for itself, independently of external rewards, or is work 
merely a ‘means to an end’? Will individuals continue to work hard even when their 
minimum economic needs are satisfied, or will they opt for more leisure time? An 
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Australian study conducted in 1989 revealed that 30 per cent of respondents thought 
Australians were hardworking, while 21 per cent felt they were lazy.34 In New Zealand, 
the predominant reason for working in 1989 was ‘interest’ (between 40 per cent and 53 
per cent, depending on age group), with ‘money’ next (between 40 per cent and 50 per 
cent), and “Work is central to life’ a strong third (between 14 per cent and 28 per cent).?° 
Focus-group interviews conducted in Sydney by Invetech Australia’s new consumer 
research division pointed to a change in people’s goals, which could lead to a boom in 
chore-saving and retail services, including Internet banking and cash-and-carry-type 
stores.°° In contrast to this attitude, Swiss women ‘reject commercial appeals emphasising 
time and effort saved in performing household tasks’,?’ and a brand of instant coffee was 
unsuccessful in Germany until its instructions were altered to add an element of work to 
the preparation: according to the new instructions, the coffee had to be boiled, steeped 
and then stirred.°° 


Postponed gratification/immediate gratification 


Are members of the culture encouraged to ‘Save for a rainy day’, or are they exhorted to 
‘Live for today’? Is it better, in the view of the culture, to secure immediate benefits and 
pleasures, or is it better to suffer in the short run for benefits in the future (or in the hereafter, 
or in future generations) ? 

This value has implications for distribution strategies, efforts to encourage savings, and 
the use of credit. For example, one study found that some North Americans, as compared 
to Germans, have an overriding desire to buy products as soon as they are available—on 
credit, if need be.*’ In Germany and the Netherlands, buying on credit is widely viewed 
as living beyond one’s means. In fact, the word for debt in German (‘Schuld’) is the same 
as the word used for ‘guilt’. In Australia, a study found that 22 per cent of respondents 
readily admitted to using credit rather than waiting until they had the money,*? and this 
figure was said to be underestimated by some other sources.*! Indeed, American Express 
calls upon consumers to ‘get out and grab life’ in its communication strategy—that is, to 
spend now on credit if needed—as shown in Exhibit 18.4. The concept of instant 
gratification, which often relies on credit, is the core of promotions by many financial 
institutions. 


Sensual gratification/abstinence 


Is it acceptable, in the culture, for individuals to pamper themselves, and to satisfy their 
desires for food, drink or sex beyond the minimum requirement? Is an individual who 
forgoes such gratification considered virtuous—or strange? 

Muslim cultures are very conservative about this value. Advertisements, packages and 
products must conform carefully to Muslim standards of abstinence. Yet, even in a country 
as conservative as Malaysia, a recent article in the Malaysian equivalent of G.O. magazine, 
Men's Review, assessed the Kuala Lumpur club scene by using a character called ‘Hot Babe 
Number One’ who was on the lookout for ‘Someone decent enough, very good looking, 
with a big dick [sic] and a massive wallet’. Monsieur is another mainstream Malaysian 
magazine that runs, in English, articles on the ‘in’ spots, up and coming fashion events or 
homosexual community news.*2 

Australian advertisements may at times contain nudity and blatant (by Australian 
standards) appeals to sensual gratification. Consider the prime-time television advertisement 
for men’s underwear described on page 8.17: 
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A handsome man presents himself at the electronic check-in at an airport where two 
female security officers are working. The gate buzzes. One of the two officers asks the 
man to take off his jacket and try again. The gate buzzes. Now he must take off his 
shirt! When, dressed only in his underpants, he finally walks through the gate without 
making the buzzer sound, we realise that one of the female officers had a remote- 
control device to make the gate buzz at will, just so that she could get attractive men 
to strip! 


Humorous/serious approach 


Is life a serious and frequently sad affair, or is it something to be taken lightly, and laughed 
at when possible? Cultures differ in the extent to which humour is accepted and appreciated, 
and in the nature of what qualifies as humour. 

Australians see little or no conflict between humour and serious communication, but the 
Japanese have a different view. In their view, if a person is serious, the talk should be 
completely serious; when a person tells jokes or funny stories, however, the entire situation 
is to be taken lightly.*° 


xhibit 18.4 Financial product aimed at the young adult market 


You demand a lot from 
life, why shouldn't you. 
demand it from your 
credit card? 
Especially:now 

there’s‘a new-credit card 


that rewards you with a 


13: 55% p.a. 


interest rate-and no 
annual fee in the first 
year. The new-credit card 
from American Express. 
The blue Card. You'll be 


surprised what life can 


ee do more ee 
offer. Apply today. oe : ¢ 


Cards 


— © American Express International, Inc..A.R.B.N: 000 618 208. Incorporated with Limited Liability in Delaware, U.S.A: 
: ® Registered Trademark of American: Express: Company. 
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Personal selling techniques and promotional messages should be developed with an 
awareness of the culture’s position on this value dimension. For instance, a study comparing 
audiences’ reaction to four humorous commercials found significant differences between 
respondents from New Zealand, France, Germany and the USA, with New Zealand closest 
to Germany in terms of the perception of what is funny.** 

Clearly, the preceding discussion has not covered all of the values operating in the various 
cultures. However, it should suffice to provide a feel for the importance of cultural values, 
and to indicate how cultures differ along value dimensions. 


Cultural variations in non-verbal 
communications 


Differences in verbal communication systems are immediately obvious to anyone entering a 
foreign culture. An Australian travelling in Britain or America will be able to communicate, 
but differences in pronunciation, timing and meaning will be readily apparent. For example, 
to ‘table’ a report or motion means including it in the agenda of a meeting, but in the United 
States it means to postpone discussion, while in England it means to give the matter priority. 
These differences are easy to notice and accept because language is an arbitrary invention. 
The meaning assigned to a particular group of letters or sounds is not inherent in the letters 
or sounds. A word means what a group of people agree that it will mean. 

Attempts to translate marketing communications directly from one language to another 
can result in ineffective communication, as illustrated in Exhibit 18.5. Also, the problems of 
literal translations and slang expressions are compounded by symbolic meanings associated 
with words, the absence of certain words from key languages, and the difficulty of 
pronouncing certain words. Whirlpool is facing one such problem in Spain, as its name is 
virtually unpronounceable in Spanish. 

These problems are not insurmountable, however, and companies can take steps to prevent 
them from occurring. For example, Mars addressed the problem of making the name M&M’s 
pronounceable in France, where neither ampersands nor the apostrophe ‘s’ plural form exist, 
by advertising extensively that the word M&M’s should be pronounced ‘aimainaimze’.*5 
Likewise, Hyundai implemented an extensive advertising campaign to teach Australians and 
New Zealanders that Hyundai rhymes with ‘Monday, Tuesday... every day’. 

In other cases, companies may find that brand names become overly generalised. In the 
Middle East, for instance, consumers often refer to a product category by the name of the 
leading brand. All brands of vacuum cleaners are referred to as Hoovers, and all laundry 
detergents are called Tide. 

In addition, such communication factors as humour and preferred style and pace vary 
across cultures, even for those whose members speak the same basic language.’ 
Nonetheless, translations of language do not generally present major problems, as long as 
marketers are careful. 

What many fail to recognise, however, is that each culture also has non-verbal 
communication systems or languages which, like verbal languages, are specific to each 
culture. Unlike verbal languages, which are learned, most people think of non-verbal 
language as being innate or natural, rather than learned. Therefore, when we are faced with 
a foreign culture, it is natural for us to assign our own culture’s meanings to the non-verbal 
signs being utilised by the other culture. And the problem is compounded by the fact that 
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» Fiera, a low-cost truck designed by Ford for developing countries, faced sales problems. Not surprisingly ... 


‘Fiera’ means ‘ugly old woman’ in Spanish! 


» The Ford Caliente did not meet with much success in Mexico. ‘Caliente’ is slang for ‘street walker’. 


» The Ford Pinto did miserably when first introduced in Brazil, until it was discovered that ‘pinto’ in slang means 


‘small male sex organ’. When the name was changed to ‘Corcel’ (meaning ‘horse’), sales improved.* 
» General Motors’ ‘body by Fisher’ was translated as ‘corpse by Fisher’ in Flemish. 


»  Colgate’s Cue toothpaste had problems in France, as ‘cue’ is a crude term for ‘bottom’ in French. 


» In Germany, Pepsi's advertisement, ‘Come alive with Pepsi’, was presented as ‘Come alive out of the grave 


with Pepsi’. 
Fresca is a slang word for ‘lesbian’ in Mexico. 
Esso found that its name meant, phonetically, ‘stalled car’ in Japanese. 


Kellogg’s Bran Buds translates into ‘burned farmer’ in Swedish. 


VV VY Y 


United Airline’s inflight magazine cover for its Pacific Rim routes showed Australian actor Paul Hogan in the 


outback. The caption stated, ‘Paul Hogan Camps It Up.’ Unfortunately, ‘camps it up’ is Australian slang for 


‘flaunts his homosexuality’. 


» China attempted to export Pansy brand men’s underwear to the United States. 


the ‘foreigner’ is also interpreting non-verbal cues by the ‘dictionary’ used in his or her own 
culture. This can frequently result in misunderstanding, unsuccessful sales calls and 
advertising campaigns, and, on occasion, long-lasting bitterness. 

The following discussion examines seven variables (shown in Figure 18.5) which can be 
considered to be non-verbal languages: time, space, friendship, agreements, things, symbols 
and etiquette.*® 


Time 


The meaning of time varies from culture to culture in two major ways. The first is time 
perspective: this is a culture’s overall orientation towards time. The second is the 
interpretations assigned to specific uses of time.*? 


Time perspective 


Australians and New Zealanders, like North Americans and most Westerners, tend to view 
time as inescapable, linear, and fixed in nature. They see it as a road reaching into the future 
with distinct, separate sections (hours, days, weeks and so on). Time is seen almost as a 
physical object: it can be scheduled, wasted, lost etc. One thing is done at a time. There is a 
strong orientation towards the present, and the short-term future. This is known as a 
monochronic view of time. 
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Sy, igure 18.5 Factors influencing non-verbal communication 


Agreements Non-verbal | 
communication 


Friendships 


Other cultures have different time perspectives. Chinese, Koreans, Indians and Latin 
Americans all tend to view time as being less discrete, and less subject to scheduling. They 
view simultaneous involvement in many activities as natural. People and relationships take 
priority over schedules, and activities occur at their own pace rather than according to a 
predetermined timetable. There is an orientation towards both the present and the past. This 
is known as a polychronic time perspective. In Australia, Aboriginal culture revolves around 
a different time concept, the Dreamtime, where the past sometimes overlaps with the 
present. 

Some of the important differences between individuals with a monochronic perspective 
and those with a polychronic perspective are listed in Exhibit 18.6. 

Time perspectives can affect marketing practice in a variety of ways. For example, asking 
consumers to project themselves into the distant future may be ineffective in countries where 
future benefits are less valued than instant gratification. This could explain why a firm that 
introduced a filter-tip cigarette into Asia met with very little success. One of the main 
advertised advantages of filter cigarettes was that they would provide future benefits in the 
form of reduced risks of lung cancer. However, since future benefits were virtually 
meaningless in this society that was strongly oriented to the present, the campaign failed to 
deliver the expected results. 

The high value Australians place on ‘saving’ time is not necessarily shared by all other 
cultures. As a result, and as previously mentioned, convenience and time-saving products 
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xhibit 18.6 = Monochronic and polychronic cultures®° 


Monochronic characteristics Polychronic characteristics 

Doing one thing at a time Doing many things at once 

Able to concentrate on the job Highly distractible and subject to interruptions 
Taking deadlines and schedules seriously Considering deadlines and schedules secondary 
Committed to job or task Committed to people and relationships 
Adhering religiously to plans Changing plans often and easily 

Emphasising promptness Basing promptness on the relationship 
Accustomed to short-term relationships Preferring long-term relationships 


may be somewhat less valued in many other cultures. However, in Australia, consumers 
value the opportunity to save time, and are relying increasingly on chore-saving services 
such as housework contractors.°! Likewise, the high value assigned to time by the Japanese 
has made them very receptive to many time-saving convenience goods. 


Meanings for the use of time 


Specific uses of time have varying meanings in different cultures. In much of the world, the 
time required for a decision is proportional to the importance of the decision. Australians, 
by being well prepared with ‘ready answers’, may in fact downplay the importance of the 
business being discussed, with adverse effects. Likewise, both Japanese and Middle Eastern 
executives are put off by Australians’ insistence on coming to the point directly and quickly 
in business transactions. And Greek managers find the Western habit of setting time limits 
for business meetings insulting. 

According to a business consultant, many countries are seen to be in a rush—in other 
words unfriendly, arrogant and untrustworthy. In almost every country, businesspeople must 
learn to wait patiently, and never to push for deadlines. In countries such as India or 
Mexico, it is prudent to count on things taking a long time, the definition of ‘a long time’ 
being at least twice as long as Westerners would imagine.°” 

The lead time required for scheduling an event varies widely. Two weeks probably 
represents the minimum lead time we would expect for most social activities in Australia or 
New Zealand. One week is the minimum lead time for most social activities in North 
America. However, a week represents the maximum lead time in many Arabic countries. 

Promptness is considered very important in Australia and New Zealand, as well as North 
America and Japan. Furthermore, promptness is defined as being on time for appointments, 
whether one is making the call or receiving the caller. Unfortunately, a Western 
businessperson arriving to a meeting on time as a sign of respect could easily be kept waiting 
for 45 minutes or an hour in some countries without any intended show of disrespect. 
Overreacting and making outraged comments would do little to help future negotiations, as 
the person who made the Westerner wait would not be feeling at all concerned that a mere 
60 minutes’ delay meant any unreasonable waiting had taken place!>° 
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Space 


The use people make of space, and the meanings they assign to their use of space, constitute 
a second form of non-verbal communication. In Australia, just as much as in the United 
States, ‘Bigger is better’. Office space in corporations is therefore generally allocated 
according to rank or prestige rather than need. The managing director will have the largest 
office, the senior managers the next largest, and so on. The fact that the work of a lower 
echelon executive may require a large space seldom plays a major role in office allocation. 

Australians, New Zealanders and North Americans tend to separate the offices of 
supervisors from the workspace of subordinates. The French, in contrast, tend to place 
supervisors in the midst of subordinates. In Australia, the chief executive offices are on the 
top floor, and production and maintenance are on the lower floors. Likewise, ‘bargain 
basements’ are located on the lowest floor. In Japanese department stores, however, the 
bargain ‘basement’ is located on an upper floor. 

Australians and New Zealanders tend to personalise their workspace and consider it their 
own, an extension of their private space. Few Australians would be comfortable in Tokyo, 
Japan, where the scarcity and cost of office space—it is four times as expensive as in 
Manhattan—prompted IBM to provide only 4300 desks for its 5000 sales representatives. 
Since at least 700 are generally out ona sales call at any point in time, any sales representative 
arriving at the office can check on a computer which desk is empty, take a personal filing 
cabinet from storage and roll it to the available desk to work until the next visit to a customer. 
On leaving, the desk is cleared and the filing cabinet returned to storage.*4 

A second major aspect of space is personal space. This is the nearest that others can come 
to us in various situations without our feeling uncomfortable. In Australia and New 
Zealand, normal business conversations occur at distances of 1.5 to 2 metres, and highly 
personal business from 50 to 90 centimetres. In Japan and parts of northern Europe the 
distances are slightly more, while in most of Latin America they are substantially less. 

A Japanese businessperson will therefore always tend to back away from an Australian 
counterpart in order to maintain his or her preferred personal distance. In turn, the 
Australian will tend to advance towards the Japanese in order to maintain his or her 
personal space. The resulting ‘chase’ would be comical if it were not for the results! In such 
a case, both parties are generally unaware of their actions, or the reasons for them. 
Furthermore, each assigns a meaning to the other’s actions based on what the action means 
in his or her own culture. Therefore, the Japanese considers the Australian to be pushy and 
ageressive. The Australian, in turn, considers the Japanese to be cold, aloof and snobbish. 
In addition, an Asian would certainly consider his or her Australian business partner as 
brash and unduly rushed, while the Australian would judge the Asian as hesitant and too 
secretive. 


Friendship 


The rights and obligations imposed by friendship are another non-verbal cultural variable. 
Australians, more so than many other cultures, make friends quickly. In large part, this may 
be due to the fact that Australians have always had some degree of both social and 
geographic mobility. People who move must be able to form friendships in a short period, 
and depart from them with a minimum of pain. In many other parts of the world, 
friendships are formed slowly and carefully because they imply deep and lasting obligations. 

Consider the contrast between Chinese, for whom the relationship should be genuine and 
who expect to build business on strong long-term personal compatibility, and North 
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Americans, who often extent a warmth and charm indiscriminately to friends, strangers and 
the world, and who often strike the Chinese as insincere and superficial.>° 

This may explain why attempts to replicate Avon’s US success in Europe were 
unsuccessful. Avon’s use of homemakers to sell beauty products to their friends and 
neighbours was not acceptable in much of Europe, in part because of a strong reluctance to 
sell to friends at a profit. In Mexico, in contrast, the approach was very successful because 
Mexican homemakers found the sales calls an excellent opportunity to socialise. 

Friendship often replaces the legal or contractual system for ensuring that business and 
other obligations are honoured. In countries without a well-established and easily 
enforceable commercial code, many people insist on doing business only with friends. For 
example, in the Middle East, ‘the calibre of the executive team from the standpoint of its 
personal acceptability (or lack of it) to a prospective customer can be crucial in winning or 
losing an opportunity, hence the need for tailoring the team to the assignment’.°® ‘Personal 
acceptibility’ here refers to the ability to develop interpersonal relationships—those based 
on similarity, empathy and so on—which thus lead to friendships. Likewise, friendship ties 
with small retailers have slowed the spread of the less personal supermarket in many 
countries. 

According to experts in international business, personal relationship and trust, developed 
Over time, matter more than product or prices. Business is often discussed after several 
meetings and substantial social interaction.°’ 


Agreements 


Australians rely on an extensive and, generally, highly efficient legal system for ensuring that 
business obligations are honoured, and for resolving disagreements. Many other cultures 
have not evolved such a system, and rely instead on friendship and kinship, local moral 
principles or informal customs to guide business conduct. For example, in China, the 
business relationship is subordinate to the moralistic notion of a friendship. Under the 
Australian system, a proposed contract would be examined very closely. Under the Chinese 
system, the character of a potential trading partner would be considered closely. 

When is an agreement concluded? Australians consider the signing of a contract to be the 
end of negotiations. However, to many Greeks and Russians, such a signing is merely 
the signal to begin serious negotiations that will continue until the project is completed. At 
the other extreme, presenting a contract for a signature can be insulting to an Arab, who 
considers the verbal agreement to be completely binding. 

Australians and New Zealanders also assume that, in almost all instances, prices are 
uniform for all buyers, related to the service rendered, and reasonably close to the going 
rate. Many products such as taxi rides are purchased without enquiring in advance about 
the cost. In many Asian, Latin American and Arab countries, the procedure is different. 
Virtually all prices are negotiated prior to the sale. If a product such as a taxi ride is 
consumed without first establishing the price, the customer must pay whatever fee is 
demanded by the seller. Likewise, decision processes, negotiating styles and risk strategies 
vary across cultures.°® 


Things 


Items conveying dependability and respectability to the English, such as silver teatrays and 
Rolls Royces, seem out-of-date to many Australians. Likewise, Japanese homes seem empty 
and barren to many Europeans. In addition to assigning different meanings to the possession 
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of various objects, cultures differ in the degree to which they value terminal or instrumental 
materialism.°? Such differences lead to problems in determining salary schedules, bonuses, 
gifts, product designs and advertising themes. 

The differing meanings that cultures attach to things, including products, make gift-giving 
a particularly difficult task.°° The business and social situations that call for a gift, and the 
items that are appropriate gifts, vary widely. For example, a gift of cutlery is generally 
inappropriate in Russia, Taiwan and West Germany, and it would be positively offensive in 
France, where it is said to ‘cut the friendship’, and where a symbolic amount of money must 
be given to the giver to remedy the situation. In Japan, small gifts are required in many 
business situations, yet in China they are inappropriate. In China, gifts should be presented 
privately, but in Arab countries they should be given in front of others. 


Symbols 


Seeing a baby wearing a pink outfit would almost invariably suggest that the child was 
female. If the outfit were blue, the most likely assumption would be that the child was male. 
These assumptions would be accurate most of the time in Australia or New Zealand, but 
would not be accurate in many other parts of the world, such as the Netherlands. 

Failure to recognise the meaning assigned to numbers or other symbols can also cause 
serious problems. For example, an Adelaide supermarket trying to establish an exotic product 
aisle found that sales were very poor until it was discovered that the number of the aisle, 4, 
was considered by most Asian consumers as unlucky. When the aisle number was changed, 
sales of the product lines improved. Similar reasons explain the poor results obtained by a 
leading golfball manufacturer in its initial attempt to penetrate the Japanese market. Packaging 
its golf balls in sets of four is a big mistake when four is a symbol of death in Japanese! 

Colours also have strong meanings. For example, a manufacturer of water-sports products 
failed in Malaysia because the company’s predominant colour, green, was associated with the 
jungle and illness. Likewise, Pepsi-Cola lost its dominant market share in South-East Asia to 
Coke when it changed the colour of its coolers and vending equipment from deep ‘regal’ blue 
to light ‘ice’ blue. Light blue is associated with death and mourning in South-East Asia. 
Despite this, Pepsi-Cola persisted, and launched, in 1996, under the code name ‘Project Blue’, 
its new world—and very blue—corporate livery. This is because it wanted to differentiate 
itself from its typically red competitors. At a cost of approximately $4637 million, the new 
colour launch involved a blue Concorde, which flew in supermodels Cindy Crawford and 
Claudia Schiffer along with tennis star Andre Agassi, while the Daily Mirror appeared in a 
blue edition on the same day.®! 

Most Chinese business travellers were shocked during the inauguration of United 
Airlines’ concierge services for first-class passengers on its Pacific Rim routes. To mark the 
occasion, each concierge was proudly wearing a white carnation—an oriental symbol of 
death. 

Exhibit 18.7 presents additional illustrations of the varying meanings assigned to symbols 
by different cultures. 


Etiquette 


Etiquette means the generally accepted ways of behaving in social situations. Assume that 
an Australian is producing a commercial that shows people eating an evening meal, with one 
person about to take a bite of food from a fork. The person will have the fork in the right 
hand, and the left hand will be out of sight under the table. To an Australian or New 
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E xmivis 18.7 The meaning of numbers, colours and other symbols in different 


cultures 


White: Symbol for mourning or death in the Far East; happiness and purity in Australia, New 


Zealand and the United States. 


Purple: Associated with death in many Latin American countries. 

Blue: Connotation of femininity in Holland; masculinity in Sweden, United States. 

Red: Unlucky or negative in Chad, Nigeria, Germany; positive in Denmark, Rumania, Argentina. 
Yellow flowers: Sign of death in Mexico; infidelity in France. 

White lilies: Suggestion of death in England. 

Number 7: Unlucky in Ghana, Kenya, Singapore; lucky in Morocco, India, Czechoslovakia, Nicaragua, 


United States. 


Triangle: Negative in Hong Kong, Korea, Taiwan; positive in Colombia. 
Owl: Wisdom in United States; bad luck in India. 
Deer: Speed, grace in United States; homosexuality in Brazil. 


Zealand audience this will seem natural. However, in many European cultures, a well- 
mannered individual would have the fork in the left hand and the right hand on the table! 
Likewise, portraying the Australian custom of patting a child on the head would be 
inappropriate in the Orient, where the head is considered sacred. 

Behaviours considered rude or obnoxious in one culture may be quite acceptable in 
another. The common and acceptable Western habit (for males) of crossing the legs while 
sitting in such a way that the sole of a shoe shows is extremely insulting in many Eastern 
cultures. In these cultures, the sole of the foot or shoe should never be exposed to view. Yet, 
many Western advertisements show managers with their feet on their desks, soles exposed! 

In a similar vein, tipping is not allowed in China, where it is considered an insult by 
many.°? In contrast, not tipping a waiter in a French ‘brasserie’ would ensure copious and 
loud comments about being mean, and about obviously being a visitor from the bush! 

As Australian and New Zealand trade with Japan increases, more of the subtle aspects of 
Japanese business etiquette are being uncovered. For example, a Japanese executive will 
seldom say ‘No’ directly during negotiations, as this would be considered impolite. Instead, he 
might say, “That will be very difficult,’ which would mean ‘No’. And a Japanese responding 
‘Yes’ to a request often means ‘Yes, I understand the request,’ not ‘Yes, I agree to the request.’ 

Another aspect of Japanese business etiquette, meishi, relates to the important ritual 
involving the exchange of business cards in Japan. Every aspect of the process is weighted 
with meaning—the handling of the card, the amount of time it should be examined, the 
timing for putting it away, and so on. The two parties should know, as a result of it, where 
they stand in relation to each other and what their respective statures are within their own 
organisations, be these government or business.°* 
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The importance of proper, culture-specific etiquette for sales personnel and advertising 
messages is obvious. Although people are apt to recognise that etiquette varies from culture 
to culture, there is still a need to recognise and compensate for the strong feeling that ‘Our 
way is natural and right’. 


Conclusions on non-verbal communication 


Can you imagine yourself becoming upset or surprised because people in a different culture 
spoke to you in their native language, say Bahasa Malaysia, Japanese, Spanish or French, 
instead of English? Of course not. We all recognise that verbal languages vary around the 
world. Yet, it is generally felt that non-verbal languages are natural or innate. Therefore, 
people may misinterpret what is being ‘said’ to them because they think they are ‘hearing’ 
English when in reality the message is in Japanese, Italian, or Russian. It is this type of error 
that marketers can—and must—avoid. 


Cross-cultural marketing strategy 


During the 1980s, there was intense controversy about the extent to which cross-cultural 
marketing strategies, particularly advertising, should be standardised.® In the same way as 
Coca-Cola uses a single worldwide commercial with only very minor local changes, experts 
predict that the beer industry may involve only very few mega-players in the future, each 
using a global appeal in its advertising rather than individual advertisements for different 
countries. Guinness Brewery, for example, while it achieves 50 per cent of its sales in the 
United Kingdom and Ireland, has recently bought Spanish and Jamaican breweries, and is 
building an international chain of Irish Pubs.°© And Malaysian cinemas, despite the 
traditional Muslim rejection of alcohol, are just as likely to advertise Guinness or Heineken 
as they are the more local Tiger brand! 

Some companies acknowledge national differences and make suitable adaptation in their 
marketing mix. For example, Mattel now offers a Japanese version of the famous Barbie Doll: 
smaller, and less curvaceous and busty than her American counterpart, she has brown eyes, 
and darker hair. But, in India, Barbie needed no change although her boyfriend, the doll Ken, 
does not sell there at all because open courtship is not well regarded. Likewise, New Zealand 
ice cream manufacturer Tip Top learnt the peculiarities of the Japanese market before 
launching a successful brand on that market. Under the brand name Tiara, which can be 
pronounced easily even by those consumers who do not understand the prestige connotation, 
it contains 60 per cent more fat and less than half the air content than traditional New 
Zealand ice cream, making it an extremely rich product. In addition, extreme standards of 
hygiene had to be followed, and distribution was done via a Japanese partner, Ezaki Glico.°7 

The critical decision is whether using a standardised or global marketing strategy in any 
given market will result in a greater return on investment than would an individualised 
campaign. Therefore, consumer response to the standardised campaign and to potential 
individualised campaigns must be considered in addition to the cost of each approach. Ford, 
like many other global firms, now follows a ‘pattern standardisation’ strategy whereby the 
overall strategy is designed from the outset so that it can be subject to extensive modification 
to suit local conditions while maintaining sufficient common elements to minimise the drain 
on resources and management time.®? Major petroleum companies such as BP and Shell use 
similar strategies. 


CHAPTER 138 CROSS-CULTURAL VARIATIONS IN CONSUMER BEHAVIOUR 


Likewise, major distributors have been able to export a successful formula. For example, 
Carrefour, one of the leading Hypermarket French chains, has recently entered the Asian 
market, with eight stores in Taiwan, and one each in China, Korea, Thailand and 
Malaysia.°? While the formula remains the same, the product assortment is tailored to local 
tastes. Even McDonald’s has had to make compromises when expanding its French network 
of retail outlets, in response to local outrage at the perceived disfiguring of local architecture 
by the franchised outlet design and the infamous arches!” 


Considerations when approaching a foreign or ethnic 
market 


The same systematic approach usually applies, whether the company targets foreign 
consumers abroad or seeks to establish a market with one or several ethnic segments of its 
domestic market. As with any other marketing effort, the ability to group consumers by the 
similarities of their needs remains the key to success. 

In countries where a multicultural population constitutes the domestic market, this ability 
becomes even more critical. Consider, for example, the Chinese community in Australia, the 
third-largest non-English speaking background migrant group according to census 
information. Numbering some 265 000, it is markedly geographically concentrated, with 48 
per cent in New South Wales, of which half again are found in the ten biggest local- 
government areas. For marketers, an understanding of the characteristics of such markets can 
be essential. For example, while only 5 per cent of the Australian population is Chinese or 
Vietnamese, this segment consumes 70 per cent of the total cognac brandy sold in Australia.” 

Exhibit 18.8 describes the efforts of several companies whose efforts with respect to the 
ethnic markets have gained them praise and even awards!” 


E xmivit 18.8 Australasian companies with a multicultural strategy 
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» The ACT’s Department of Health received a prize for its education and information campaign for people from 
a non-English-speaking background. The campaign involved specific material, including TV commercials, 


press ads, pamphlets and a poster, designed for each ethnic community. 


» JNA, a designer and developer of infrastructure for telecommunication carriers, won the export category of 
the Multicultural Marketing Awards in Australia. It used its ethnically diverse workforce to research market 


opportunities in the Indian subcontinent and in South-East Asia. 


» Optus Communications, helped by ethnic agency Mosaica, won the big-business category for its effort targeted 


at the Greek-speaking consumers, which resulted in a strong increase in long-distance traffic. 


» Chtaura Dairy products won the small-business category in Australia with its wheat-based yoghurt, specifically 


aimed at the Middle Eastern community. 


Table 18.2 provides a listing of seven key considerations for each geographic market that 
a firm is contemplating. An analysis of these seven variable provides the background 
necessary to decide whether or not to enter the market, and to what extent, if any, an 
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individualised marketing strategy is required. A small sample of experts, preferably native 
to the market under consideration, will often be able to provide sufficient information on 
each variable. The same approach can be applied in the case of diverse ethnic markets within 
the same country, in order to decide whether a separate marketing strategy should be devised 
for each distinct ethnic group present in the population. 


L able 18.2 Key areas for developing a cross-cultural marketing strategy 


1. Is the geographic area homogeneous or heterogeneous with respect to culture? 
Are there distinct subcultures in the geographic area under consideration? How narrow are the behavioural 
boundaries or norms imposed by the culture(s)? 

2. What needs can this product fill in this culture? 
What needs, if any, does this product currently meet in this culture? Are there other needs it could satisfy? What 
products are currently meeting these needs? How important are these needs to the people in the culture? 

3. Can enough of the group(s) needing the product afford the product? 
How many people need the product and can afford it? How many need it and cannot afford it? Can financing 
be obtained? Is a government subsidy possible? 

4. What values are relevant to the purchase and use of the product? 


Is the decision maker the husband or wife? Adult or child? Will use of the product contradict any values, such 
as hard work as a positive good? Will ownership of the product go against any values such as a non-material 
orientation? Will the purchase of the product require any behaviour, such as financing, that might contradict 
a value? What values support the consumption of the product? 


5. What are the distribution, political and legal structures relating to this product? 
Where do consumers expect to buy the product? What legal requirements must the product meet? What legal 
requirements must the marketing mix meet? 

6. In what ways can we communicate about this product? 
What language(s) can be used? What forms of non-verbal communication will affect salespeople, packaging 
and advertisements? What kinds of appeals will fit in with the culture’s value system? 

7, What are the ethical implications of marketing this product in this manner in this country? 


Could the use of this product impair the health or well-being of those using it? Will the consumption of this 
product divert resources from beneficial uses? Could the use or disposition of this product have negative side 
effects on the environment or economy? 


Geographic area 


Is the geographic area homogeneous or heterogeneous with respect to culture? Marketing 
efforts are generally directed at defined geographic areas, primarily political and economic 
entities. Legal requirements and existing distribution channels often encourage this 
approach. However, it is also supported by the implicit assumption that geographical or 
political boundaries coincide with cultural boundaries. This assumption is more often than 
not incorrect. 
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Canada provides a clear example. Many firms treat the Canadian market as though it 
were a single cultural unit, despite the fact that adjustments must be made for language 
differences. Studies have found that French Canadians do differ from English Canadians in 
their attitudes towards instant foods and spending money; in their spending patterns for 
expensive liquors, clothing, personal-care items, tobacco, soft drinks, confectionery items, 
and instant coffee; in their television and radio usage patterns; and in their eating 
patterns.’° 

In Australia, National Australia Bank, after its extensive research on the ethnic markets, 
appointed ethnic promotional managers whose task it was to co-ordinate programs of 
education and marketing; these programs would be carried out by specified branches where 
particular groups were banking.”* Likewise, Telstra and Optus have both tried hard to 
address the diverse ethnic Australian segments by offering direct-information lines and 
specially designed fee packages to suit individual needs. 


Needs 


What needs can this product, or a version of it, fill in this culture? While this is not exactly 
in accordance with the marketing concept, most firms examine a new market with an 
existing product or product technology in mind. The question they must answer is what 
needs their existing or modified product can fill in the culture involved. For example, 
bicycles and motorcycles primarily serve recreational needs in Australia and New Zealand, 
but provide basic transportation in many other countries. Sewing machines fulfil different 
needs in economically developed and economically undeveloped countries. Many people 
sew largely for pleasure in developed cultures and, therefore, must be approached 
differently from those in countries where sewing is a necessary aspect of a homemaker’s 
job. 

While Tang was successfully positioned as a substitute for orange juice at breakfast in 
the United States, an analysis of the French market revealed that the French drink little 
orange juice, and almost none at breakfast. Therefore, a totally different positioning 
strategy was used; Tang was promoted as a new type of refreshing drink, for any time of 
the day. 


Affordability 


Can enough of the group(s) needing a product afford it? This requires an initial 
demographic analysis to determine the number of individuals or households that might need 
the product, and the number that could probably afford it. In addition, the possibilities of 
establishing credit, obtaining a government subsidy, or making a less expensive version 
should be considered. For example, Levi Strauss de Argentina launched a trade-in campaign 
in which consumers receive a 50 000 peso (about $A10) ‘reward’ for turning in an old pair 
of jeans when purchasing a new pair.” A strong recession in Argentina prompted this 
action. 


Values 


What values or patterns of values are relevant to the purchase and use of this product? 
The first section of this chapter focused on values, and their role in consumer behaviour. 
The value system should be investigated for its influence on purchasing the product, 
owning the product, using the product, and disposing of the product. A large part of 
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marketing strategy should then be based on this analysis. Mistakes can be costly, and 
result in serious public outcry. As previously mentioned, promoters of the Adelaide 
Festival have become aware that designing a poster is not as easy as they may have 
thought. Their tongue-in-cheek representation of the Madonna playing the accordion 
was received with anger by the local Orthodox community, who saw it as disgraceful 
and demanded an apology. However, communications that rely on a multicultural 


approach more frequently elicit a favourable response by the public, as shown in 
Exhibit 18.9. 


xhibit 18.9 Using a multicultural approach to promote a product 


| AN EXQUISITE s-4F v5 4% 
TO YOUR REPERTOIRE. 


An ancient Chinese proverb says, ‘If is the 
skill of the cook, not the quality of the food, that 
counts’ But a truly skilful cook needs the best 
cooking appliances. 

Now Miele has added a wok 
burner fo its modular Combiset 
range. So you can do justice to thot 
Fish Flavoured Shredded Pork 


mentioned above. 


Australia is blessed with o dazzling diversity 
of ethnic cuisines and a cornucopia of fine 
ingredients. Miele designed the Combiset range 
to help adventurous cooks successfully explore as 
mony of these cuisines as possible. With the wok 


burner, your culinary world is complete. 


Miele 


Anything else is a compromise 


VIC {03} 9764 7130, NSW (02) 945) 0644, QLD (07) 3852 2533, SA (08) 8374 0071, WA {08} 9221 1455 
NZ: PALMERSTON NORTH (06) 357 1099, AUCKLAND (09) 573 1269. hitp://www.miele.de 


Distribution, politics and the law 


What are the distribution, political, and legal structures for the product? The legal 
structure of a country can have an impact on each aspect of a firm’s marketing mix. For 
example, the Mexican government requested a company to ‘tone down’ its commercials for 
mayonnaise because the advertisements were ‘too aggressive’. The aggression involved 
direct comparisons with competing brands (comparative advertising), which is not 
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acceptable in Mexico (it is illegal in Japan).’”© The regulation of marketing activities, 
particularly advertising, is increasing throughout the world.’” Unfortunately, uniform 
regulations are not emerging. This increases the complexity and cost of international 
marketing. 

In addition to regulatory activities, the political climate in a society will influence the type 
of products and activities that will succeed. With the international furore that surrounded 
the French nuclear tests in the Pacific, a few enterprising Australian food companies saw a 
unique opportunity to present their goods as alternatives to French products, and sent 192 
sample baskets, containing Australian cheeses, jams, wines and mineral water to Japan’s 
largest trading companies, wholesalers and supermarkets. The financial newspaper Nikkan 
Kogyo characterised the idea as a ‘brilliant marketing ploy’.”® 

Distribution channels, and consumers’ expectations about where they can secure 
products, vary widely across cultures. In Australia and New Zealand, chemists sell prescrip- 
tion drugs along with many other products, whereas in the Netherlands, prescription drugs 
are sold at an ‘apotheek’ or apothecary, which sells nothing else. Existing channels and 
consumer expectations about distribution must generally be considered as fixed, at least in 
the short run. 


Advertising communications 


In what ways can the product be communicated? This question requires an investigation 
into the following: 


1. available media, and who attends to each type 

2. the needs the product fills 

3. values associated with the product and its use 

4. the verbal and non-verbal communication system of the culture(s) 


All aspects of the firm’s promotional mix (including packaging, non-functional product 
design features, personal selling techniques, and advertising) should be based on these four 
factors.’? 

For example, Hindustan Lever, the Indian subsidiary of soap and oils giant Unilever, uses 
satellite photography to locate remote villages where Lifebuoy soap or Surf washing powder 
is as yet unknown. Unilever, like many other multinational companies anxious to get a share 
of the substantial middle-class Indian market (1.14 million households have an annual 
income in excess of 500 000 rupees, or $A20 000), can now rely on the privately-run cable 
network that reaches about 15 million Indian homes. By contrast, there are only eight 
million telephone lines, and the waiting period for well-to-do consumers who want a line of 
their own is a year long.°° 


Ethics 


What are the ethical implications of marketing a product in a particular country? All 
marketing programs should be evaluated in terms of ethical as well as financial 
dimensions. However, the ethical dimension is particularly important—and complex—in 
the case of marketing to Third World and developing countries.°! Understanding and 
acting on ethical considerations in international marketing is a difficult task. However, 
it is also a necessary one. The last chapter of this book will cover such issues in more 
detail. 
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Culture is defined as a complex concept that includes knowledge, beliefs, art, law, morals, custom, 
and any other capabilities acquired by humans as members of society. Culture includes almost 
everything that influences an individual’s thought processes and behaviours. 

Culture operates primarily by setting boundaries for individual behaviour, and by influencing the 
functioning of such institutions as the family and mass media. The boundaries or norms are derived 
from cultural values. Values are widely held beliefs that affirm what is desirable. Cultures change 
when values change, the environment changes, or dramatic events occur. 

Cultural values are classified into three categories: other, environment, and self. Other-oriented 
values reflect a society's view of the appropriate relationships between individuals and groups within 
that society. Relevant values of this nature include the individual/collective, romantic, adult/child, 
masculine/feminine, competition/co-operation, and youth/age orientations. 

Environment-oriented values prescribe a society’s relationships with its economic, technical and 
physical environments. Examples of these values are cleanliness, performance/status, 
tradition/change, risk taking/security, problem solving/fatalism, and nature. 

Self-oriented values reflect the objectives and approaches to life that individual members of 
society find desirable. These include the active/passive and material/non-material approaches, hard 
work/leisure, postponed gratification/immediate gratification, sensual gratification/abstinence, and 
the humorous/serious approach. 

Differences in verbal communication systems are immediately obvious across cultures, and must 
be taken into account by marketers wishing to do business in those cultures. Probably more 
important, however, and certainly more difficult to recognise, are non-verbal communication 
differences. Examples of the major non-verbal communication variables that affect marketers are 
time, space, friendship, agreement, things, symbols and etiquette. Cross-cultural issues are 
particularly important for countries such as Australia and New Zealand, whose populations consist 
of a number of cultures, and whose economic well-being depends on exports. 

Seven questions are relevant for developing a cross-cultural marketing strategy. First, is the 
geographic area homogeneous with respect to culture? Second, what needs can this product fill in 
this culture? Third, can enough people afford the product? Fourth, what values are relevant to the 
purchase and use of the product? Fifth, what are the distribution, political and legal structures 
relating to the product? Sixth, how can the firm communicate about the product? Seventh, what are 
the ethical implications of marketing the product in that culture? 


Key terms 


instrumental materialism 
non-verbal communication 
ethnic markets 
cross-cultural marketing 
ethics 


terminal materialism 
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You may want to visit some of the Websites of the organisations used as examples in this chapter, for more 
information about their products and services: 


Avon 
IBM 
Levi 
Nike 


http://avon.avon.com/showpage.asp?thepage=homepage3 
http://www.ibm.com 

http://www.Levi.com 

http://www.Nike.com 


Telstra http.//www.telstra.com 
Toyota http://www. Toyota.com 
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Review questions 


What is meant by the term culture? 
Is a country’s culture more likely to be reflected in its art museums or its television commercials? 
Why? 

Does culture provide a detailed prescription of behaviour in most modern societies? Why or why not? 
What does the statement ‘Culture sets boundaries on behaviours’ mean? 

Are we generally aware of how culture influences our behaviour? Why or why not? 

What is a norm? From what are norms derived? 

What is a cultural value? 

What is a sanction? 

How do cultures and cultural values change? 

Why should we study foreign cultures if we do not plan to engage in international or export 
marketing? 

Cultural values can be classified as affecting one of three types of relationships: other, environment, 
or self. Describe each of these value types, and show how they differ from each other 

How do these orientations differ from one another? 

Individual/collective. 


a. 1. Competitive/co-operative. 

b. Performance/status. j. Youth/age. 

c. Tradition/change. k. Problem solving/fatalistic. 

d. Active/passive. I. Adult/child. 

e. Material/non-material. m. Postponed gratification/immediate gratification. 
f. Hard work/leisure. n. Sensual gratification/abstinence. 

g. Risk taking/security. o. Humour/seriousness. 

h. Masculine/feminine. 


What is meant by non-verbal communication? Why is this such a difficult area to adjust to? 
What is meant by the following forms of non-verbal communication? 


a. Time. e. Things. 
Ds “Opace: f. Symbols. 
c. Friendship. g. Etiquette. 


d. Agreements. 
Give an example of how each of the variables listed in the question above could influence marketing 
practice. 
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What is the difference between instrumental and terminal materialism? 

What are the differences between a monochronic time perspective and a polychronic time perspective? 
What are the advantages and disadvantages of standardised international advertising? 

What are the seven key considerations involved in deciding whether or not to enter a given 
international market? 

What does it mean if we say that a geographical area or political unit is either ‘homogeneous’ or 
‘heterogeneous’ with respect to culture? Why is it important to know this? 


Discuesias questions 


This chapter provides a seven-step procedure for analysing a foreign market. Using this procedure, 
analyse your own country as a market for: 

a. Korean bicycles. b. Russian shoes (men’s). 

c. Japanese cosmetics. 

What are the most relevant cultural values affecting the consumption of the following products? 
Describe in what ways, and why, these values are particularly important. 


a. Mouthwash. d. Credit cards. 
b. Cosmetics. e. Men’s shoes. 
c. Wine. f. Compact disc players. 


What variations between Australia or New Zealand and other societies—other than cultural 
variations—may affect the relative level of usage of the following? 


a. Mouthwash. d. Credit cards. 
b. Cosmetics. e. Men’s shoes. 
c. Wine. f. Compact disc players. 


In this chapter, we suggested that variations in environmental actions by individuals and countries 
might reflect differing financial conditions rather than differing values. Do you agree with this? 
Why/why not? 

What, if any, non-verbal communication factors could be relevant in the marketing of the following 


products? 

a. Mouthwash. d. Credit cards. 

b. Cosmetics. e. Men’s shoes. 

c. Wine. f. Compact disc players. 


This chapter lists 18 cultural values of relevance to marketing practice. Describe and place in one of 
the three categories of self-, other- and environment-oriented values four additional cultural values 
that have some relevance to marketing practice. 

Are the cultures of the world becoming more similar, or more distinct? 

Select two cultural values from each of the three categories. Describe the boundaries (norms) relevant 
to that value in your society, and the sanctions for violating those norms. 

If you have visited a foreign culture, describe any experiences you can recall involving cultural 
variations in non-verbal communication. 

Why do Japanese advertisements focus more on terminal materialism, while Australian ones focus 
more on instrumental materialism? 

Why do values differ across cultures? 

Why do non-verbal communication systems vary across cultures? 


What are the major ethical issues related to introducing prepared foods such as breakfast cereals to 
Third World countries? 
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Fences questions 


Interview two students from two different cultures. Determine the extent to which the following 
products are used in these cultures, and discuss the variations in the values of those cultures in terms 
of how they affect the use of the product: 


a. Mouthwash. d. Credit cards. 
b. Cosmetics. e. Men’s shoes. 
c. Wine. f. Compact disc players. 


Interview two students from two different foreign cultures. Report any differences between their 
culture and your culture they are aware of in terms of non-verbal communication. 

Interview two students from two different foreign cultures. Report their perceptions of the major 
differences in cultural values between their culture and your culture. 

Imagine you are a consultant working with your state or province’s tourism agency. You have been 
asked to advise the agency on the best promotional themes to use for attracting foreign tourists. What 
would you recommend if Japan and Germany were the two target markets? 

Analyse a foreign culture of your choice, and recommend a marketing program for a brand of the 
following products made in your country, to be used for this culture: 


a. Mouthwash. d. Credit cards. 
b. Cosmetics. e. Men’s shoes. 
c. Wine. f. Compact disc players. 


Examine foreign magazines and newspapers in your library or bookstore. 

a. Comment on any differences you have noticed in the advertising of various countries. What are 
the causes of these differences? 

b. Copy or describe advertisements from the same company that differ for different countries. 
Explain the differences. 

Visit one of the Websites listed earlier. Are these companies aiming at a cross-cultural audience? How 

can you tell? Are there ways in which they could improve their communication to visitors from other 

cultures? 


a 


The Star (1997), ‘Nike Recalls Shoes with Offensive 6 R. Bartos (1989), ‘International Demographic Data? 
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Ca se 4.1 Gay and lesbian consumers: Invisible no longer 


Tony Peloso, Queensland University of Technology 


“They’re well-off, well-groomed, educated, have no dependents and love travelling, partying, 
nice cars, clothes and spending money—and they’re also gay. Increasingly the temptations 
of such an eligible demographic is encouraging once-shy advertisers to come out and flog 
their wares.’! 


Long neglected as a hidden and socially isolated segment, gay and lesbian consumers are 
beginning to be recognised and even actively pursued by mainstream marketers. Changing 
attitudes, growing confidence and comfort within the gay and lesbian community, and the 
existence of specific market research that supports these marketing efforts, have all 
contributed to the push. 

Statistics in the USA, the UK and Australia point to a well-educated, discerning and loyal 
group of consumers, willing to spend big to get what they want. Within this group, however, 
exists a diverse set of related market niches that require careful and long-term marketing 
attention. The typical lesbian in Australia is a university-educated woman in a management 
or professional position with a gross annual income of $A33 300, while gay men typically 
have an income 17% higher, although they tend to be less well educated.* As a whole, gays 
and lesbians are wealthier and better educated than their ‘straight’ counterparts. Research 
in Australia by Significant Others, a Sydney-based market research organisation that focuses 
on the gay community, suggests that up to 42 per cent of gay men earn over $A35 000 and 
32 per cent of gay male couples have a combined income of over $A80 000, and, usually, 
no dependents.’ Increasingly, Australian corporations that do target gay and lesbian 
consumers, including Toyota, Telstra and Qantas, are targeting gay men, as companies tend 
to focus on the wealthier and larger gay male consumer segment rather than on the lesbian 
segment. 

With most of the increasing number of ‘out’ celebrities worldwide being women, more 
intense marketing to lesbians is probable. The coming out of ‘Ellen’ in the US TV sitcom of 
the same name, with the associated global media attention, was significant because 
advertisers in the US used primetime television to reach gay and lesbian viewers. Some 
regular advertisers avoided the episode, while others paid a premium to get advertising into 
the show. Volkswagen showed a coy ad with two fashionable young men in their VW, 
although the company denied that this was a gay couple. 

In the USA, national advertisers are recognising that gay men represent a lucrative, 
desirable demographic. In a 1994 Yankelovich Partners study, it was found that gays tend 
to concentrate in densely populated inner city and urban areas, have higher incomes, are 
more educated, and respond with loyalty to effective and ethical relationship marketing.* 

Gay men can be relatively easy to reach, because of their geographic concentration, a 
strong community network and high media consumption.° In Australia, the gay community 
is an articulate, well-organised group, with good infrastructure and a strong sense of politics.° 

Some difficulties exist with market research into the gay and lesbian subculture. The 
Yankelovich Monitor in 1994 estimated the US gay and lesbian population to be around 6 
per cent of the US total, with other surveys suggesting that up to 10 per cent of the US 
population have a gay or lesbian orientation. However, identification is not easy, as people 
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are not always willing to share such personal information. To counteract this, researchers 
are developing and refining batteries of behavioural and geographic indicators to identify 
gay consumers more efficiently and effectively. 

Describing the ‘gay’ market as a whole overlooks important differences between gay men 
and lesbian women. Not only are their purchasing patterns different, but their attitudes and 
psychology have also culminated in vastly divergent lifestyles. Astute marketers will seek 
niches within the market that are most receptive to their products’.’ Marketers are also 
beginning to question the existing stereotypes of gays and lesbians. A recent survey of 824 
Australian gay men suggested they are more interested in restaurants, cinemas, gyms and the 
theatre than in saunas, phone services and parades.® Increasingly, gay and lesbian couples 
are planning for the future and are looking for stability, which includes buying a home.’ 

Not all are happy with the recent focus on gays and lesbians as a desirable marketing 


niche, as the ethics of this new marketing focus is questioned. UK gay rights activist Peter 
Tatchell feels that: 


Commercialism calls the shots, not civil rights. The gay community is being hyacked 
by the gay market. Consumption has become more important than citizenship ... This 
isn’t freedom. It is a new form of enslavement compounding legal discrimination with 
economic exploitation.!° 


What do gays and lesbians spend their money on? 


The 1997 Sydney Sleaze Ball attracted nearly 20 000 people who spent $A10 million in total 
for the party, in gyms, solariums, beauty parlours, fabric stores, hairdressing boutiques, 
hotels, cafes and restaurants.'! Businesses catering to the gay community spent approxi- 
mately $A500 000 advertising their products and services in the gay press in the lead-up to 
the ball. The 2002 Gay Games could earn New South Wales more than $A80 million, with 
a national total of $4100 million, with at least 10 000 athletes participating and 25 000 in 
total estimated to attend the Games.’ 

According to the Australian Tourist Commission, the annual Sydney Gay and Lesbian 
Mardi Gras is Australia’s largest event of any kind. Australian tourist centres benefit from 
a $A50 million injection from Mardi Gras, with more than $A12 million for Sydney itself. 
International visitors spend up to $A5000 each on a typical two- to four-week visit, 
including stops in Melbourne, Cairns, Tasmania and Alice Springs.'? Mardi Gras provides 
corporations seeking the gay and lesbian market with a month-long opportunity. However, 
organisers of the event scrutinise the track records of corporations and their long-term 
values before allowing them to participate. 

An identifiable and lucrative gay real-estate market has emerged across Sydney’s suburbs, 
driven by changing gay attitudes and high disposable incomes. An indication is the dramatic 
surge in property advertising in gay outlets and media. Pioneer Projects Australia 1s 
attempting to harness the strength of the gay and lesbian housing market with a marketing 
campaign for a $A200 million inner-city housing project in Melbourne, targeted specifically 
at gay and lesbian couples. !* 

The gay and lesbian travel market is a growing and visible one. Breakout Travel and 
Tours is a travel company that is ‘exclusively’ gay. It notes that gays tend to have a high 
disposable income and spend heavily on things they want to do. British Airways is following 
Qantas by launching its first consumer advertising and promotion aimed at this market. 
Qantas was one of the key sponsors of the Gay and Lesbian Expo associated with the 1997 
Mardi Gras in Sydney.'» 
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Specific gay-friendly financial services are also sought after. A gay and lesbian co- 
operative-style bank, complete with credit cards and other financial services, is due to open 
in Sydney and Melbourne later this year, as a result of the Gay and Lesbian Financial 
Institution Research project.!® British Airways has signed a multi-year agreement to sponsor 
the Rainbow Card, a Visa affinity credit card. The agreement was signed with the Rainbow 
Endowment, a US not-for-profit organisation that distributes charitable grants.'” 

Long-term commitment to the gay and lesbian market is essential: 


At Telstra we make decisions based on sound market research. Lesbians and gay men 
use more mobile phones that any other sector of the community. So it’s part of being a 
good service provider. We take our involvement in the gay community very seriously.!® 


Poppy King, the Australian cosmetic entrepreneur, commented that ‘being involved in 
Mardi Gras gives Poppy Industries perfect positioning. It says we are ethical, avant-garde 
and a part of the community’. Sponsorship is also about long-term relationships. Major 
sponsors of Mardi Gras now include Qantas, Tooheys’ Smirnoff Vodka, Poppy King 
Enterprises, Telstra and the South Sydney Council. Qantas is the major carrier for the event. 

In the past, many companies were afraid to be seen to be associated with a gay event, for 
fear of alienating or antagonising their mainstream consumers. Increasing tolerance by 
consumers and the media, a greater understanding of niche marketing and the magnitude of 
gay spending has encouraged companies to target these consumers more openly. 


A market of early adopters 


Not only do gay and lesbian consumers represent an affluent and growing group of 
segments as trend setters and early adopters, but they also offer an attractive and effective 
means for marketers to launch their products. Bluestone Media suggests that the gay 
audience determines most new trends. The gay community is seen to have a trend-setting 
power over the rest of the community in terms of fashion, music and leisure activities. Gay 
culture appears to have an impact on popular culture. For example, real-estate agents and 
analysts in Sydney have noted that the gay community has led the process of ‘gentrification’ 
in inner-Sydney areas, encouraging the growth of trends such as restaurants, shows and 
shops, which is eagerly accepted by a wider group of consumers. 

Calvin Klein was able to use the success of its underwear in the gay community to 
establish credibility and an image for the brand. The recent marketing messages of 
Calvin Klein are aimed at ‘hip young heterosexuals, gays and everyone in between, are a 
clever attempt to target the consumer groups which will carry the Calvin Klein message 
to those in the mainstream’.!? It is possible, however, that, with the move away from 
clearly gay-oriented marketing, the gay following may leave Calvin Klein for another 
brand. There is a fine line between maintaining credibility and moving to a more 
mainstream market. 

Large corporate advertisers in Australia’s gay media now include arts companies, 
alcohol advertisers such as Jim Beam and Absolut Vodka, Toyota, Qantas and Suzuki. 
More recently, Hyundai, McDonald’s and Polo Ralph Lauren have joined the list. In 1992, 
Toyota ran two print ads. One featured a young male couple packing their new Toyota 
for a holiday. The other portrayed two young men approaching a sporty Toyota model, 
with one exclaiming, ‘I wonder which one is yours?’ Advertising to the gay market is 
about building trust and relationships, rather than just focusing on price and having the 
best product. 
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Loyalty to the originators of gay oriented and focused advertising appears to be extremely 
high.?° ‘Gay readers tend to be very loyal and will remain loyal to a product as long as the 
service follows through.’*! Targeting the gay and lesbian consumer has to be an ongoing and 
long-term process, as gays and lesbians are loyal to those companies that advertise 
appropriately in the gay press. Qantas, a long-term supporter of the gay community, 1s 
preferred over Ansett Australia by a factor of two to one.** Research suggests that the car 
company that seriously targets this market well will capture 60 per cent to 70 per cent of 
the market.*? 

A consultant at Significant Others attributes many gay and lesbian consumer choices to 
the need to cluster for support and security. Networks are important for gay consumers, as 
is the knowledge that they will be buying from organisations that are sympathetic, 
understand gay needs, and are non-judgmental. 

Mainstream advertisers tend to target gays and lesbians in the gay press rather than 
through the mainstream media. Increasingly, however, the separation of gay and ‘straight’ 
consumers though advertising is being blurred. In 1994 in the USA, the furniture retailer 
IKEA used a television ad showing what was thought to be the first mainstream television 
advertisement featuring a gay relationship in that country. Absolut Vodka has taken its long 
association with the gay market a tentative step further, showing gay-specific ads outside the 
gay media, in Entertainment Weekly. American Express Financial Services suggest that 
advertisers cannot be only half committed: ‘We have to say the G-word. Ambiguous ads 
make people angry.’** 

Different advertisers use different tactics to target gay consumers. For example, 
Atlantic Records has created a department devoted entirely to understanding and 
marketing to gay men. The outcome is a philosophy on where to advertise, how to tailor 
events for specific communities and what music to market. Cross-media advertising, 
bringing a company’s gay advertising effort into mainstream media, as Absolut has done, 
is considered the boldest marketing choice. And making this choice may create some 
difficulties. Mr Busford from Prime Access has commented, ‘People who’ve been 
historically excluded are very sceptical. If you suddenly offer somebody acknowledgment 
it’s a very suspicious relationship.’° 

Gay consumers also respond to situations in which they can see themselves. A contentious 
theory is that advertisers use the ‘gay window’ approach, developing ads that contain scenes 
that could be interpreted by gays as being aimed at them, even though non-gay people would 
not see them that way.*° Any ad that featured male bonding could, according to this theory, 
be aimed at gay consumers. For example, Gillette’s ‘The best a man can get’ series could 
contain secret messages aimed at gays. 


Questions 


1. What difficulties exist with research into the gay and lesbian subculture? How could 
these difficulties be overcome? 

What issues are important when targeting gay and lesbian consumers? 

How could marketers foster long-term and profitable relationships with these groups? 
What problems exist for corporations that target gay and lesbian consumers? 

What opportunities exist for marketers who target gay and lesbian consumers? 

Is using the gay and lesbian subculture as a means to market to a mainstream audience 
exploitative, or simply effective marketing? 
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Changing lifestyles in Australia: A view through 


Tony Peloso, Queensland University of Technology 


Vices are back! Unwholesome lifestyle shifts among trend-setting consumers are surfacing 
as we reach the end of the decade. More alcohol, coffee and cigars are being consumed 
across the country.! 


After years of self-denial and careful attention to preaching about healthy living, consumers 
are seeking affordable luxuries that provide a taste of the good life. Australians have begun 
to rebel after a decade of vegetarian dishes, less red meat and anything low fat, low salt or 
‘lite’. Meat is back in fashion, cheese consumption is at its highest level ever, and more fats 
are being consumed than at any time since the beginning of the 1980s. ‘Lite’ beer is being 
ignored in favour of the real thing, while breakfast cereal is being passed over for coffee and 


a bite on the run. 
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Home-cooked meals, the victims of modern living, have made way for restaurants and 
take-aways, which have become a $A10 billion industry. Coles Myer has responded to food 
trends by developing its Express concept stores, focused on ‘meal solutions’ for workers on 
their way home, inner-city dwellers and lunchtime crowds. People are shopping more 
frequently each week, and are often not thinking about meals until hunger strikes. 

One of the most noticeable and commented-on trends in recent years has been the 
proliferation of specialty coffees, and the development of the ‘café society’. Coffee shops 
have become the bars of the 1990s. No chic fashion, food or lifestyle magazine is complete 
without a reference to caffé latté, Arabica coffee beans or the latest coffee trend. 

In cafés, restaurants, hotels, meeting places, conference venues and homes, coffee is 
always there, and the view is that it must be the best. Some drink for the ‘hit’, some use it 
when they are tired and looking for a lift, and some visit coffee shops to chat or for 
distraction when they are bored. Coffee is becoming the social ‘grease’, much as the cup of 
tea or the glass of wine have been in the past. The ‘café society’ is providing new attractions, 
time-saving refreshment situations, comfort zones and entertainment, while literally bulging 
onto the streets of Australia. 


A worldwide trend 


Many of Australia’s consumer trends come from the USA. An innovator such as Starbucks, 
the US specialty chain, has over 700 coffee shops across North America. Starbucks 
developed business concepts that anticipated shifts in customer trends. In this, it was ahead 
of the established US coffee packagers and roasters such as Proctor and Gamble, General 
Foods and Nestlé. These large companies ignored changing consumer tastes and offered 
only lower quality beans, traditional packaging and discount pricing, which allowed 
entrepreneurs such as Starbucks to break into the market. The founder of Starbucks visited 
Milan in the early 1980s and saw the Italian ritual of the morning and afternoon visit to a 
smart and well-patronised coffee house. Starbucks is credited with ‘having taken a 
pedestrian commodity item, elevated it to premium status, and enveloped it in an experience 
that appeals to a wide spectrum of consumers’. Part of Starbucks’ success has been its 
strong marketing orientation, and its use of technology and systems within stores to improve 
service and communication. The Specialty Coffee Association of America predicts that there 
will be at least 10 000 coffee bars in America by 2000. 

Australia took to the coffee phenomenon relatively recently. Although it is considered to 
be a nation of early adopters, it is only in the last decade that an ancient habit has become 
a fashionable social focus. Coffee drinking and associated social activities have been widely 
practised since the 17th century. Coffee, particularly quality coffee, has been a staple for 
generations. The traditions of Italy, France and Austria have enhanced the concept of coffee 
as a social necessity. The first coffee shop opened in London around 1650. 


Import and production growth 


Consumers in the café society look to coffee houses as meeting places. They want places that 
are smart, comfortable and friendly. There is an increased interest in the quality of the coffee, 
as coffee drinkers, particularly younger consumers, are becoming more aware of quality coffee. 

In 1985-86, Australia imported 30 257 tonnes of coffee beans, mostly for instant coffee. 
In 1995-96, 48 868 tonnes were imported, with much of the increase due to greater demand 
for roasted and ground coffee. In the past 20 years, alcohol consumption has fallen by 20 
per cent; the number of pubs fell by 7.5 per cent between 1990 and 1995, while there has 
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been a rise of 42 per cent in the number of cafes and restaurants in the same period.4 
Australian coffee drinkers consume approximately 2.2 kilograms of roasted coffee per year: 
approximately one cup per day per person, or about six billion annually. By comparison, 
they drink about 105 glasses of milk per year, and slightly fewer glasses of soft drink. The 
cappuccino is Australia’s favourite hot drink. 

The first licensed espresso machine, a 1950s Gaggia model, is still on the wall at the 
University Bar Restaurant in Lygon Street, Melbourne. Many innovations are taking place 
with coffee in Australia. Boutique coffee-house chains are developing, such as Dome in 
Western Australia, The Coffee Club in Queensland and Billy Baxter in South Australia. 
These and others have both national and international aspirations. Dome plans to open 100 
stores in Australia over the next five years. 

A growing trend among coffee houses is roasting and packaging their own coffees. The 
Belaroma Company in Sydney includes in its business coffee importing, roasting and coffee 
shops, while Caddies in Lismore roasts coffee daily next door to its coffee house, and 
distributes coffee Australia-wide. The successful espresso bar concept, McCafé, being rolled 
out by McDonald’s, was developed in Australia. Gourmet coffee sales, both in retail beans 
and in finished beverages, are the growing sector of the coffee market. This sector is not 
price driven, and is a specialised part of the market. Gourmet coffee, drunk both at and 
away from home, is associated with a lifestyle of increased leisure and alfresco dining. It is 
considered an ‘affordable luxury’ that is providing profits for the grower and the coffee 
boutique owner alike. Young people in particular are drinking more coffee, especially higher 
quality coffee, and are drinking it in social surroundings. 

Australia is also developing a coffee-growing industry. In the 1920s and again after 1945, 
attempts were made to establish a coffee growing industry in northern New South Wales 
and on the Atherton Tablelands. Australian coffee has recently begun to be recognised as a 
delicacy. It is among the world’s most expensive coffees, and is grown without pesticides. It 
is highly sought after in Japan, where it has a high-quality image. 


The product consumers really need! 


It’s more than caffeine that makes coffee so special. Indeed, coffee’s effect is ‘physiological, 
not just psychological’.” Coffee is habit forming, and users experience intoxication, 
withdrawal and dependence. Coffee is the most widely used psycho-active substance in the 
world; it is both strongly addictive and legal!® Caffeine acts by raising the overall level of 
arousal of the brain, delaying the onset of sleep and heightening alertness. There is, however, 
no evidence that it induces ‘clearer thought, better writing, or more creativity’.” There is 
nevertheless some indication that it may have some subtle effects on mood and memory. 
Hugh Mackay, a social observer, suggests that there is an emerging ‘need to belong to a 
village’.® The café revolution taps into this: ‘surrogate tribes’ or families meet at the espresso 
bar. Mackay points as well to social upheavals in the workplace, changing immigration 
patterns and women’s liberation as possible reasons that coffee consumption is increasing. 


Questions 


1. How can marketers anticipate these changing lifestyle trends? 

2. Identify the lifestyle segment(s) that you think would be the best target markets for 
products such as gourmet coffee. 

3. What other products or services would appeal to consumers who have adopted these 
lifestyle changes? 


Cao Es 


4. What positioning strategy would you use to promote a new coffee shop? 
5. Similar trends have been noted in New Zealand. Why could this be taking place? 
Ritescu 

1 M. Gunn (1997,) ‘Flight from Light Puts Consumption”, Discussion Papers, La Trobe 
Meat Back on the Menu’, The Weekend University School of Economics and 
Australian, 6-7 September, p. 7. Commerce, December, pp. 1-7. 

2 Ibid. A. Illy and R. Viani (eds) (1995), Espresso 

3 B. McDowell (1995), ‘The Bean Counters’, Coffee: The Chemistry of Quality, Academic 
Restaurants and Institutions, vol. 105, no. 31, Press Limited, London. 
p. 40. S. Braun (1996), Buzz: The Science and 

4 E. McHugh (1997), ‘Life in the Espresso Lane’, Folklore of Alcohol and Caffeine, Oxford 


The Australian, 26-27 April, pp. 42-8. 


University Press, London, p. 133. 
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8 E. McHugh, op. cit., note 4 above. 
Additional to Caffeine: An Analysis of Coffee 
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Australian Medicines Handbook 


Pascale Quester, University of Adelaide 


The Australian Medicines Handbook (AMH) is a national non-profit initiative established 
in 1995 with a grant from the Commonwealth Department of Health and Family Services, 
Pharmaceutical Education Program and General Practices Branch in 1995. The project is a 
joint venture between the Australasian Society of Clinical and Experimental 
Pharmacologists and Toxicologists (ASCEPT), the Royal Australian College of General 
Practitioners (RACGP), and the Pharmaceutical Society of Australia (PSA). 


The AMH is a printed and electronic compendium of concise, comparative and peer- 
reviewed drug information for doctors, pharmacists and other health professionals. It 
includes tabulated ancillary information, presented in a compact and user-friendly format. 
Its content is not restricted to government or industry-approved information, and it contains 
no industry advertising material. It can serve as a teaching text for students of medicine, 
pharmacy and other health disciplines, as well as a knowledge resource for computerised 
medical information applications, including computerised prescribing systems. The stated 
aim of the AMH is to enhance the quality of use of medicines in Australia by promoting 
rational, safe and economical drug use. 

Health care professionals generally undertake four related activities that could rely on 
AMH information, namely, prescribing, dispensing, other patient care, and learning. For 
each of these activities, a number of groups can be identified, as follows: 


1. Prescribing: General practitioners, Hospital specialists, Private specialists, RMOs and 
interns, Specialists in training, Department of Defence medical officers, Flying Doctors 

2. Dispensing: Hospital pharmacists, Community pharmacists 

3. Other patient care: Nurses, Nursing homes, Aged-care workers, Community health 
centres, Dentists, Podiatrists 

4. Learning: Medical students, Pharmacy students, Nursing students 
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A few other segments do not fit neatly into these categories, however. These include 
Pharmaceutical manufacturers, Drug/poison information centres, State and Commonwealth 
Health Departments, Educators, and Administrators. But, since these segments are 
comparatively small, and the demand in these markets is derived from other, larger markets, 
their needs are likely to also reflect the needs of the markets already mentioned. 

In order to determine market size, a census of all individual and organisations engaged in 
either of the four activities listed above was undertaken. The results are shown in Table A. 


is able A Census of healthcare professionals: Number and type 


Healthcare professionals No. Individual (I)/Organisation (O) 
General practitioners 20 800 I 
Students of medicine 9 000 I 
Students of pharmacy 1 900 | 
Students of nursing 33 000 I 
Public hospitals 800 O 
Private hospitals 330 O 
Hospital pharmacists 1 500 | 
Community pharmacists 4 853 O 
Pharmaceutical manufacturers 60 O 
Nursing homes 1 700 O 
Community health centres 3 100 O 
Drug/poison information centres 3 100 O 
Hospital specialists 5 000 | 
Non-hospital specialists 8 700 | 
Department of Defence 1 0 
Commonwealth and state Health Depts 8 O 
RMOs and interns 4 200 | 
Specialists in training 4 400 | 
Flying doctor 1 O 
Dentists 7 000 I 
Podiatrists 1 700 | 
Medical/pharmacy administrators 900 I 
Educators (Medical and Pharmacy) 280 I 


The potential market, therefore, can be conservatively estimated to represent some 103 000 
units. However, most of the organisations listed in Table A would in fact be likely to purchase 
more than one unit, thus making the market potential even more promising. 

Because of the predominance of general practitioners and pharmacists as targets, research 
was conducted early on to identify the likes and dislike, of these groups. Qualitative research 
was conducted with a total of 63 participants (47 GPs and 16 pharmacists), and the sample 
profile is shown in Table B. 

Part of the process involved a brainstorming of issues relevant to these two professional 
groups. Those issues that were rated as high priority are summarised in Table C, for each of the 
two groups. As can clearly be seen from this table, the issues for both groups are very similar. 
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rf able B Profile of focus-group participants 


GPs (N = 47) Pharmacists (N = 16) 
No. % No. % 

Personal information 
Gender: Male 39 83 13 81 

Female 8 17 5 19 
Age: <35 8 17 ) 31 

>35 39 83 11 69 
Years in practice: <5 years 6 13 5 31 

>5 years 4] 87 11 69 
Educational details 
Asian graduate 5 11 7“ es 
Additional qualifications ey 68 = = 
Bachelor of Pharmacy a = 9 56 
Other, undergraduate a = 5 31 
Membership of professional associations 
RACGP 28 60 a = 
AMA 26 55 = =r 
Other (medical) 20 43 _ =— 
Pharmaceutical Society of Australia = = 9 56 
Pharmacy Guild a = 3 19 
Other (Pharmacy) — _ 9 56 


L able C Summary of issues ranked as priority 


Rank Issues ranked by GPs Issues ranked by pharmacists 
1. Interactions/Side effects/Adverse drug reactions Side effects/Interactions 
Z, Generic and Trade-names indexing Dosages 
ai Information on drugs in pregnancy/lactation/ 
Pregnancy-risk classification Pregnancy and lactation information 
4 Handbook size and reasonable cost Alternative treatment to medications for some conditions 
5 PBS information Paediatric dosages 
6 Authority information Ancillary labelling advice 
i Dosages Good indexing and easy references 
8 User friendly and easy to read Readable 
S) Computer versions Indications 
10. Information on tablet solubility and prescribing 
for meals etc. User friendly 
ae Overseas trade names Pocket size/looseleaf format 
12: Cost of drug to patient Alternative formulations 


13: Counselling information for patient Nomograms/Pharmacokinetics 
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Following this preliminary research, further group discussions were held, this time to assess 


directly the suitability of the AMH for health professionals. During these group discussions, 
participants were asked to evaluate AMH sample documents, based on the following criteria: 


» structure: order of the information displayed, appropriateness of heading, visual appeal 
» information content: type, presentation, amount, complexity, clarity/ambiguity 
» useability: usefulness in everyday practice, relevance, ease of information retrieval 


Overall, comments were very positive in terms of content and useability. However, some 


emphasis was given to the importance of regular updates—the credibility of the AMH 
would hinge on this. Reservations were also expressed about the proposed price of $A120, 
with respondents comparing it with other publications, which were either free or cost at 


most $A50 to $A60. The pocket-size format was also judged difficult to read, and there 


were calls for a clearer design that would help with locating the necessary information. 


At the end of the group discussion, a questionnaire was distributed to assess participants’ 


evaluation of the AMH. A summary of these evaluations is provided in Table D. 


Summary of questionnaire results: Evaluation of the AMH 


Feature No. Average ranking (out of 5) 
1. Relevance to the clinical use of drug 50 4.38 
2. Usefulness to professional practice 50 4.06 
3. Clarity of information 50 3.91 
4. Layout and visual appeal 50 3.3 
5. Usefulness of comparative information 49 4.24 
6. Need for treatment considerations 49 4.35 
7. Usefulness of tables 50 4.04 
8. Level of detail in ‘Mode of Action’ 47 4.00 
9. Information on indications 48 4.17 

10. Information on contraindications 47 4.09 

11. Information on drug interaction 48 4.19 

12. -Information on selected adverse effects 48 4.13 

13. Clarity of dosage instruction 49 4.49 

14. Overall rating of AMH information 48 4.23 

15. Usefulness of CD-Rom version 45 3.53 


Questions 


1. 


Ze 


Describe the different groups targeted by the AMH. How different are they likely to be? 


Give a detailed answer. 


What are the main motivations each group could have in relation to a product such as 


the AMH? 


. What processes would facilitate the diffusion process of the AMH in the Australian 
market? Should these be specific to each group? 
. Would the use of opinion leaders assist with preparing the AMH? If so, how? If not, why not? 
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ore 4.4 NZ Cheese Promotions Ltd: Reversing a 
declining sales trend | 


Lynne Eagle, Massey University 


New Zealand cheese consumption fell from 31 000 tonnes in 1987 to 25 000 tonnes in 
1992, and this declining sales trend appeared likely to continue. The problem was 
compounded by threats to NZ cheese sales internationally. Improving the domestic cheese 
market therefore became a major focus. NZ Cheese Promotions was charged with a single 
objective: ‘To increase domestic cheese consumption by 10 000 tonnes (to 35 000 tonnes) 
in five years—a lift of 40 per cent.’ 


NZ Cheese Promotions is an industry ‘umbrella’ organisation, and as such has no product 
of its own to control, and no influence over distribution or pricing. These are the 
responsibility of individual cheese manufacturers, who compete for brand share and who, 
initially at least, had limited faith in the promotion of generic cheese. 

As a precursor to the development of any promotional activity, a detailed analysis was 
conducted of the position of cheese in NZ homes. Commencing in 1991, it drew on a 
combination of existing research and studies specifically commissioned to evaluate 
consumers’ shopping habits and perceptions of cheese. 

Initial findings were not encouraging. There was no ready source of new consumers. 
Cheese was already found in 96 per cent of all homes, and most of the homes without cheese 
were those of Asian and Polynesian families, whose traditional diets do not include dairy 
products. There were no gains to be made from distribution—cheese was stocked in all 
supermarkets and dairies. 

The main reasons for the cheese-sales decline appeared to be simply that other foods were 
overtaking cheese in popularity. Cheese was seen as a static, non-changing product. But it was 
faced by growth in non-traditional foods such as pasta, pre-prepared foods, and convenience foods 
for microwave cooking, and by rapid growth in ethnic foods and snack foods. Take-away and 
restaurant foods were eroding home cooking—seen as the major consumption location of cheese. 

Consumers were still buying cheese, but as a smaller part of grocery purchases. To 
compound matters, there had been few innovations in the cheese market, and these were 
limited to such minor improvements as easy-peel bags. 

Research confirmed the boring image of cheese: ‘Cheese is just cheese’; ‘It’s a means to an 
end’; ‘The unexciting yellow brick’; ‘It’s just part of the fridge’. Consumers, retailers and the 
food-service industry shared these views. 

However, some things were not considered problems. Price was not a problem—cheese 
prices were in line with normal food-price fluctuations, and cheese was normally seen as 
economical. Also, health issues were not considered a problem, as consumers thought of 
cheese as a naturally healthy product, and a good source of calcium and protein. 

And there were some positive aspects of cheese that emerged from the research. These 
included the statements, ‘A versatile product with many uses’; ‘A tasty product that 
everyone enjoys’; ‘A good value product that’s economical’. 


The campaign 


Cheese had to be translated into something special, in order to be made attractive enough 
and powerful enough to compete with the food products that appeared to be considered 
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more innovative and contemporary. The positive statements mentioned above formed the 
foundation of a campaign aimed at giving cheese a ‘strong personality’, and making people 
feel better about eating it ... and therefore eating more cheese, more often. 

The expression used by generations of ‘mums’ to get people to smile for the camera, ‘Say 
Cheese’, was selected as the core theme of the campaign. The slogan ‘If you want to make 
°em smile, Say Cheese’ was born. 

The campaign began in 1993, and ran continuously through to mid-1997. The media 
utilised included television, magazines and hoardings/billboards. Campaigns featured a 
range of celebrities, such as former All Black-turned-British rugby league player Inga 
Tuigamala, former beauty queen-turned-gameshow host Lana Coc-Kroft, comedian Mark 
Wright and boxer David Tua. All were depicted enjoying a wide range of cheese-based 
foods, with the common campaign theme linking each advertisement. 

The use of Inga Tuigamala and David Tua as part of the line up of presenters was based 
not only on their broad popularity and appeal across the total New Zealand population, but 
also on their high standing in the Polynesian communities (already identified as light cheese 
consumers). As such, they were seen as credible opinion leaders, able to influence potential 
cheese consumers positively. The campaign made use of Inga’s move to Britain to play rugby 
league, with an ad that showed him (in British tweeds) holding a cheese covered pizza and 
proclaiming that ‘being in England hasn’t affected me one bit’. 

In addition, retailers and the food service industry, who had been shown in the initial 
research to share the perception of cheese as ‘boring’ with consumers, were targeted through 
direct market and product information. The objectives were to increase retail support 
through in-store displays and promotions, and to encourage the food-service industry to 
include cheese in more menu items. 


The results 


The campaign had both immediate and long-term results. Tracking research was conducted 
throughout the campaign, and identified measurable changes in attitudes among consumers. 
Minor amendments were made to campaigns on the basis of the tracking research. For 
example, the appeal of the campaign to children was strengthened, but the central theme 
remained consistent throughout. Among other results, 38 per cent of consumers felt better 
about cheese than they did prior to the campaign. Preference for cheese as a food rose from 
82 per cent to 95 per cent and cheese rose in rank from 6th to 4th in terms of perceived most 
essential foods—outranking eggs, meat and butter. 

Retailers now see cheese as something more than a must-stock item and are actively 
displaying and promoting it, and reporting increased sales and profitability. The food-service 
industry, similarly, has increased its focus on cheese, including more cheese-based recipes on 
menus in order to cater for consumers who, because they were likely to feel better about 
cheese, were expected to be more likely to ask for it. The perceptions of this sector were also 
monitored throughout the campaign. Ninety-four per cent recalled having received material, 
70 per cent found the recipes supplied useful, and 37 per cent used the recipes on a regular 
basis. Most importantly, sales increased markedly. See Table A opposite. 

The ambitious sales volume target set at the beginning of the campaign has been realised. 
Profitability was also demonstrated, through increased returns to the dairy industry 
(6NZ56.8 million over the period 1992-96). 

There can be little doubt that the promotional activity, rather than other elements of the 
marketing mix, was the key driving force behind the success of the campaign. Over the campaign 
duration, prices were essentially unchanged. Furthermore, increases in sales volume cannot be 
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L able A Sales volume of cheese 


Year Sales volume (tonnes) 
1992 (‘Say Cheese’ campaign introduced) 25 000 
1993 27 100 
1994 27 900 
1995 29 600 
1996 32 500 
1997 35 000 


Source: Price Waterhouse Sales Industry Monitor/Dept of Statistics 


rf able B Product range versus market volume changes, 1992-95 


Item Increase in product range Increase in market volume 
Natural block cheese +3% +70% 
Processed cheese +6% +19% 
Specialty cheese +20% +11% 


Source: Price Waterhouse, AC Nielsen. 


attributed to the introductions of new, specialty cheeses. Most of the sales growth occurred in 
natural block cheese, considered the most static product category, as shown in Table B above. 

The success of the campaign has gained recognition in the wider community. In 1995, the 
campaign took second place in the World Dairy Advertising Awards, an event that rigorously 
audits the best and most effective work carried out in any dairy category throughout the 
world. In 1996, the campaign won the Grand Pinnacle Award at the inaugural New Zealand 
Advertising Effectiveness Awards. These awards require the demonstration of concrete, 
measurable results from advertising campaigns, including evidence of profitability. 

There is little doubt that the careful, detailed analysis of the market decline and the 
perceptions of consumers about cheese provided the foundation for what became an 
extremely successful campaign. This campaign illustrates the importance of understanding 
consumer behaviour, and of being able to integrate all promotional elements effectively, to 
ensure maximum impact and consistency of the core message being communicated. 


Questions 


1. What are the risks of using personalities in campaigns such as this? 

2. In what other ways could NZ Cheese Promotions have reached the Polynesian 
communities? Why did they not use a ‘celebrity’ to reach the Asian communities 
(identified as the other segment of light cheese consumers)? 

3. Tracking indicated that younger children were not as strongly influenced by the 
campaign as older children. Suggest ways in which the campaign execution could have 
been modified in order to communicate with younger children more effectively. 

4. What appear to be the key factors to the success of this campaign? 
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(ane 4.5 Consumers in China: How different are they? 


Tony Peloso, Queensland University of Technology 


The Marketing Manager of NZA Food Corp.,! a newly formed consortium of Australian 
and New Zealand food processing firms, faced decision time. The consortium was preparing 
to export to China. The product concepts were well advanced and final decisions needed to 
be made for packaging, positioning and branding the products. As well, negotiations had 
started with advertising agencies in Hong Kong to launch the product range. Hong Kong 
had been chosen as the base for the launch because of its proximity to major Chinese 
markets. NZA Corp. was also familiar with the Hong Kong market, as the parent 
companies in the consortium had been exporting to Hong Kong consumers for several years. 


While the consortium was convinced that the Chinese market was potentially profitable, the 
uncertainties posed particular challenges. Recent research had revealed some complex and 
conflicting circumstances. The food researchers had discovered that major shifts were taking 
place in the eating patterns of the Chinese. Urban Chinese were changing their diets to 
reflect a more Western orientation, but with an understandably Chinese ‘twist’; eating out 
was becoming more popular and affordable for many, while household size was decreasing.” 
As the pace of life became busier, families were seeking easier ways to prepare meals that 
were tasty and interesting, yet affordable. However, cooking habits were quite different 
from those in Australia and New Zealand where the food products were being developed. 
In 1995, five per cent of households in China owned microwaves and only nine per cent 
intended to buy one within two years.’ While the demand for frozen and consumer-ready 
foods was increasing, the infrastructure that formed the necessary chain for distribution of 
these products was slow to develop. 

Chinese consumers were also accustomed to very different packaging styles and purchase 
situations. Yet the food stylists knew that the final products were well accepted by the small 
groups of discerning diners who had sampled them at a recent Beijing international food fair. 


Chinese segment and social classes 


In addition, other market research revealed that the Chinese were becoming a much more 
discerning group of consumers, who understood quality and product benefits. The 
Marketing Manager knew that many foreign companies did not understand Chinese 
preferences or characteristics. She realised that China’s huge population did not necessarily 
offer the consortium a large group of easily accessible customers. Many Western 
corporations in the past had considered China to be ‘a market consisting of a huge 
homogenous group of eager shoppers’.* Careful analysis showed that the Chinese consumer 
market was fragmented and regional, with diverse segments.” 

Several of these had been identified. One study grouped Chinese consumers into four 
segments. One desirable group was the ‘nouveau riche’, consisting of up to two million 
households. These ‘super spenders’, a visible group, earn up to ten times the average annual 
income. There was also the group of Chinese ‘yuppies’, aged from 25-45, mostly 
professionals and generally open to new ideas and products. Along with the ‘nouveau riche’, 
they formed a group of around 60 million consumers living in urban areas such as Beijing, 
Shanghai, Quangdong, Jiangsu and Zhejiang. 
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China’s ‘salary men’, approximately 330 million people, worked for state-owned 
enterprises and aspired to have the spending ability of the ‘nouveau riche’ and ‘yuppies’. Most 
Chinese, however, were considered the ‘working poor’, typically farmers and retired people. 
Further studies yielded other interesting data. A 1994 Gallup China Limited poll suggested 
that the average Chinese consumer was ‘generally pragmatic, price and quality conscious, a 
careful planner and patriotic’.’ A 1995 SRG/Nielsen report identified four consumer groups 
as individual markets: the ‘Little Emperor’ families, a large number with one child; ‘Chinese 
yuppies’, young professionals with disposable incomes; ‘working women’, who were likely to 
seek convenience products; and ‘practical minded’, older and more traditional consumers.® 

Other difficulties were found when attempting to target consumers. In China, there are 
distinct regional differences in economic development, infrastructure, consumer purchasing 
power, distribution and transport. Marketing to Chinese consumers entails knowing what 
type of goods consumers want in different parts of China and what they can afford.? Even 
among urban dwellers, what may sell in large cities may not be as successful in smaller cities, 
while small villages may be quite different markets again.!° 


Chinese media habits 


As well as the challenges of segmenting the huge Chinese marketplace, the Marketing Manager 
realised she would need to give her media plans careful consideration. She knew that the Chinese 
were avid users of mass media. On average 80 per cent of the population watched TV regularly, 
while half the population listened to the radio and around one-third read newspapers.'! During 
1996, more than 950 million Chinese people had watched television and 40 million households 
subscribed to cable TV.'* Nonetheless, she knew that differences existed in the types of messages 
that would appeal. International advertisers often prefer to use a global advertising approach, 
but would this work, despite the increasingly ‘Western’ attitudes to lifestyle? To what degree 
would the marketing communications need to be culturally coherent? Several cultural values 
appeared to be important to the Chinese consumer, especially the family.!° The Chinese view 
family as an extended entity; advertisements using a Western example of the ‘nuclear family’ may 
not be well received by some. Harmony with other people and nature is also important. 

Despite the heavy use of media, barriers do exist to marketing communications in China, 
including culture, regional languages and strict government regulations.'* The Chinese 
market was accustomed to political messages from Chinese leaders that could be seen as 
persuasive advertising, yet Western-style messages were still relatively recent. She knew that 
Chinese responded to the use of celebrities and characters to differentiate products. 
Research also indicated that four groups of identities were commonly used in advertising: 
‘elders’, the ‘modern tycoon’, ‘the athlete’ and the ‘little emperor’, or only child.!° Many 
advertisements also contained more utilitarian appeals that focused on the ‘state of being’ 
and the promise of a better life. 


Other characteristics of the Chinese market 


Ongoing market research would also be a problem. Chinese consumers are willing to 
participate in market surveys, but the means of collection would need to be carefully 
considered. Telephones surveys were not generally an option and, even with additional data 
from surveys, the marketer knew that Chinese consumers also used a great deal of intuition, 
so that marketing data alone was not sufficient.'° Some experts on Chinese consumer 
behaviour suggest that it is not possible to simply apply Western models and theories to the 
Chinese market—Chinese marketing must be placed in the Chinese cultural context. By 
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understanding the Chinese and Chinese culture better, the marketer can develop a picture of 
the Chinese consumer and how they might behave.!” 

For example, Chinese like to shop in an environment without interference from sales- 
people.'® If salespeople are too eager, Chinese customers feel uneasy. Chinese also have great 
respect for authority that illustrates right or wrong—often older people, political leaders and 
authoritarian types. They are much more likely to be influenced by opinion leaders than their 
counterparts in the United States.!’ Gifts are important in China and the packaging should be 
carefully orchestrated and preferably red. Prices for established brands can be higher, as 
Chinese find brands important. In fact, they tend to be very loyal to brands, with a high degree 
of brand consciousness.”° Despite this, for many products brand names appear to play a less 
important part in many purchase decisions. Chinese consumers tend not to seek products with 
added features, and they prefer to shop in stores they trust rather than cheaper ones.*! 

With this is mind, the Marketing Manager knew that, if correctly planned and 
implemented, the product launch would be extremely successful. 


Questions 


1. What lessons would the consortium need to be particularly mindful of when contem- 
plating Chinese cultural values? How could these values affect consumer behaviour? 

2. What segments could the Marketing Manager effectively use when targeting Chinese 
consumers? What difficulties could arise with these segments? 

3. What could be effective advertising messages and branding strategies? 

4. What could be the major difficulties the Marketing Manager could face with: 
a. advertising messages 
b. distribution channels 
c. retail outlets? 

5. What forms of useful ongoing market research could the consortium undertake? 
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aes 4.6 Consumer Contact Communications (Thailand) 


Mike Ewing, Curtin University of Technology, with thanks to Rean du Toit, Consumer Contact Communications Ltd 


Consumer Contact Communications (Thailand) Ltd is a company specialising in the direct 
promotion of fast-moving consumer products to rural consumers in Thailand. Typical 
product categories include toothpaste, shampoo, toiletries, hot and cold beverages and other 
manufactured foods. 


Demographic background 


Thailand has a population of 60 million people, approximately 14 million of whom live in 
urban or peri-urban environments. The remainder live in rural communities and villages, 
and rely on agriculture for their subsistence. Thai consumers are mostly literate (the literacy 
is reported as 90 per cent), and the electronic media have extensive reach (reported as over 
20 per cent): 

Urban markets are extremely sophisticated. Consumers are materialistic and discerning, 
fashion and trend conscious, and willing to experiment, and they have sufficient disposable 
income. The market is serviced by large department stores and retail malls. It is competitive, 
and fairly saturated. Manufacturers have historically concentrated their marketing and 
distribution efforts in the urban areas as a result of the relatively affluent captive urban 
population in and around Bangkok. 

Rural consumers, in contrast, have limited disposable income and are cautious, 
conservative and brand loyal. They are conservative as a result of strong religious 
influences, superstitions, and traditional social values such as belief in the extended 
family, and parental respect. Thai consumers are also extremely conscious of external 
influences (peer and social pressures). Rural consumers’ daily life revolves around 
agriculture, child rearing, eating (an important social activity), attending school (there is 
one in every village), and play. Most Thais are Buddhists. They have a collectivist culture, 
and are an extremely amiable nation. Younger people tend to leave for the cities to gain 
tertiary education and employment, in order to supplement their families’ subsistence- 
agriculture income. 


Logistic aspects of the Thai market 


As a result of the focus on urban consumers by manufacturers, the rural retail, wholesale 
and distribution infrastructure is underdeveloped. This, in turn, has resulted in rural 
consumers being presented with a limited range of products, with few brand choices. 

Thailand is divided into 76 provinces, each with a capital and a few hundred 
municipalities. A total of some 60 000 villages of between 70 and 200 households exist 
nationally. There are major differences between the people of the north, south and north- 
east with regard to culture, religion, language and agricultural practices. Consumers buy 
the bulk of their requirements during their regular trips to the markets in each municipal 
capital. These markets supply live fish, poultry, fresh fruit and vegetables and clothing. 
Village retailers (two or three per village) operate as convenience outlets for daily 
requirements. 
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Daily life 


As noted earlier, rural consumers’ daily life revolves around agriculture (planting, harvesting 
etc.), child rearing, eating, attending school, and play. They subsist, and do not appear 
overly ambitious or active. This is due to the Buddhist attitude of accepting one’s lot in life, 
as well as the climatic extremes of heat and flooding. 


With more than 75 per cent of the country’s total population outside the well-developed 


urban markets, several manufacturers have recognised the potential for growth represented 
by the rural consumer. However, a number of problems have also faced marketers who are 
targeting these rural markets: 


>» Rural consumers, having lived without the offered product and therefore unaware of its 
benefits, are often cautious and conservative. Their limited disposable income also 
makes them averse to risks. 

» Television, the dominant medium, cannot perform the necessary educational function 
relating to product usage in the short time span of advertisements. 

» Logistic constraints are many. For example, sampling and trials are difficult to organise, 
and retail distribution is often patchy, as no incentives exist to stock new or untried 
products. With 60 000 villages, each offering small returns and unskilled staff, the 
prospects for adequate distribution remain uncertain in the near future. 

Questions 

1. How serious are the problems facing manufacturers who are looking to expand into the 
rural Thai market? Discuss each category of problems in turn. 

2. What role would brand play in their strategy? Elaborate. 

3. How do rural Thai culture and values differ from rural Australian or New Zealand 
culture and values? Give examples. 

4. Provide recommendations to the management of Consumer Contact Communications 


for a cross-cultural marketing strategy to promote Australian fast-moving consumer 
goods in the rural Thai market. 
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Ontemporary topics in 
consumer behaviour 


The final section of this book looks at several other areas that are of interest in terms of our 
understanding of consumer behaviour. Chapter 19 discusses organisational buying behaviour, 
which focuses on the stages of the decision process that firms go through when making purchase 
decisions. Organisational buying behaviour has many similarities with, as well as differences from, 
consumer behaviour. The purpose of this chapter is to discuss how the model of consumer 
behaviour could be modified for application to organisational buying behaviour, and how the 
concepts of the consumer-behaviour model would operate when marketing is undertaken with 
organisations rather than with individual consumers or households. 


Chapter 20 discusses the growth of the consumer movement in Australia and New Zealand and 
the role of both government and industry in the development and implementation of consumer 
protection legislation and codes of practice. It also briefly examines the issue of ethics, particularly 
with regard to marketing and consumer behaviour and the key issues facing marketers when they 
deal with ethical situations while producing and marketing goods and services. Included in this 
discussion are some emerging issues such as the Internet and privacy of information in relation to 
consumers. 


CHAPTER 19 


rganisational buying 
behaviour 


Chapter objectives 


When you have worked through this chapter, you should understand: 
» the similarities and differences between consumer/household behaviour and 
organisational buyer behaviour 


» how marketers can analyse organisational buyer behaviour and apply it when 
developing marketing strategies 


» the ways in which Jarge, complex organisations approach different types of purchase 
decisions 


» how certain consumer behaviour concepts can be adapted to studying and 
understanding organisational buyer behaviour 


19.1 


19.2 
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A the following example highlights, understanding the needs of organisations, large or 
small, profit or non-profit, government or commercial, requires many of the same skills 
and concepts used to understand individual consumer or household needs. 

Computer Accounting Doctor (CAD) is a quasi-franchise group that has built its turnover to 
$A4 million in seven years by offering on-site help to small businesses using do-it-yourself 
accounting software. Its clients seem to have little confidence in office-bound public accountants. 

One client of CAD’s is Noel Cook, general manager of Sydney-based Outdoor Network, 
a co-ordinator of outdoor signage with a turnover of $A16 million. He has been using CAD’s 
mobile service since 1990, when his company’s turnover was only $A1 million. Cook says, 


Our external tax accountants could not give us enough time. They wanted our things 
to be taken to their office. With the mobile people, I get a more skilled type of MYOB 
(Mind Your Own Business) specialist at a cheaper rate. The person, like a part-time 
financial controller, comes in for at least a day a week, at a flat rate. He might work 
12 to 14 hours, which is fine by us. We get to discuss things and sort out problems. 


Computer Accounting Doctor believes that prospective clients view accountants as people 
whom they see once a year, and who charge them heavily for telling them what they already 
know. Many clients have been disillusioned by poorly performing accountants who do not 
see situations through clients’ eyes. Hence the company call themselves ‘unaccountants’. 

According to CAD, the most important job is sitting down with the business owner and 
going through the accounts to show how business performance can be improved. Common 
advice is to pinpoint and eliminate loss-making lines, reduce stock and manage debtors and 
creditors more effectively. 

The founders of Computer Accounting Doctor base their strategy on the belief that, ‘The 
company first into a market is seen to “own” the market. We can own computer accounting, 
that is, every time a businessperson thinks, “Who do we turn to for computer accounting?”, 
they think of us.’! 

Organisations, like consumers, have needs, and use decision-making processes to guide 
the selection of products and services and their supplying companies. Even though 
organisations are larger and often more complex entities, they develop preferences, attitudes 
and behaviours through perceptions, information processing and experience just as 
consumers do. Also, each organisation has an organisational style that creates a relatively 
stable and predictable pattern of organisational behaviour. 

The stereotype of organisational buying behaviour is one of a cold, efficient, economically 
rational process. It may seem that computers, rather than humans, could easily, and perhaps 
preferably, fulfil this function. However, nothing could be further from the truth. In fact, 
organisational buying behaviour is as ‘human’ as individual consumer or household buying 
behaviour. 

Organisations pay price premiums for well-known brands and for prestige brands. They 
may seek to avoid risk, and may also fail to evaluate products and brands properly both 
before and after purchase. Individual members of organisations often use the purchasing 
process as a political arena and attempt to increase their personal, departmental or functional 
power through purchasing. Marketing communications can be also interpreted in different 
ways by individual members of organisations. Similarly, both organisations and individual 
members learn correct and incorrect information about the world in which they operate. 

As with consumer decisions, organisational decisions take place in situations characterised 
by varying degrees of time pressure, importance and newness. However, organisational 
decisions typically involve more people and criteria than do individual or household decisions. 
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Like households, organisations make many buying decisions. In some instances, these 
buying decisions are routine replacement decisions for a frequently purchased commodity- 
type product or service. At the other end of the continuum, organisations sometimes face 
new, complex purchase decisions that require careful problem definition, extensive 
information search, a long and often very technical evaluation process, perhaps a negotiated 
purchase, and a long period of use and postpurchase evaluation. In many instances, each 
stage of this decision process is very formal, and prescribed guidelines are followed. 

Because there are so many similarities between the analysis of consumer behaviour and 
organisational buyer behaviour, the basic conceptual model of buyer behaviour is still 
relevant. Of course, some aspects of the model, such as social status, may not apply, but 
most others apply with some modification. 


Overall model of organisational buying 
behaviour 


Organisations have a style or manner of operating called organisational style, as illustrated 
in Figure 19.1. Organisational style is much like lifestyle with all its variations, in that 
organisations vary dramatically in terms of how they make decisions and how they 
approach problems involving risk, innovation, and change. 


S, igure 19.1 Overall model of organisational behaviour 
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Organisational style 


Organisational style or climate reflects and shapes organisational needs and attitudes, which 
in turn influence the way organisations make decisions—see Figure 19.2. For example, BHP, 
Commonwealth Bank, Coles-Myer and IBM are large organisations. Each has a different 
organisational style with respect to how it gathers information, processes it, and makes 
decisions. Since each has different needs, objectives and styles, it also has different 
experiences and attitudes. These differences influence the way each organisation solves 
purchase problems. 


Sy, igure 19.2 Organisational style and organisational decisions 
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Organisations occasionally seek to change their organisational style. In Australia and 
New Zealand, deregulation of the financial, telecommunications and airline industries has 
initiated changes in organisational style for many of the main competitors in these 
industries. For example, consider the restructuring of the major banks, or of the 
telecommunications giant Telstra. Since Optus and, more recently, other service providers 
have entered the market, Telstra has worked to become more flexible and competitive. In 
order to achieve this, and be more responsive to the marketplace, the organisation has 
needed to modify some of its values and behaviours. 

At each stage of organisational evolution, the style of many of these organisations has 
changed, as have their needs and attitudes. These new needs and attitudes have, in turn, 
affected the way the organisations purchase products and services. 
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Factors influencing organisational style 


While it is clear that the organisational styles of IBM or the Australian or New Zealand 
Taxation Office would be quite different, we should also recognise that the behaviour and 
style of IBM and Digital Equipment Corporation (DEC), or Honda and Toyota, could also 
be quite different, even though they compete for many of the same customers. As shown 
earlier in Figure 19.1, an organisation’s style is at the centre of the organisational buyer 
behaviour model. The remainder of this chapter is devoted to showing how various factors 
shape organisational style and influence purchase decision making. 


Organisational activities/objectives 


The activities and objectives of organisations influence their style and behaviour. For 
example, since Greenpeace is a non-profit organisation carrying out a community objective, 
its purchase of computers would be influenced by the fact that it is a small organisation with 
limited resources, as well as by the nature of its activities. BHP, in contrast, when purchasing 
a computer system would be influenced by the fact that it has commercial objectives, 
conducts specialised mining activities and has a more complex organisational structure than 
Greenpeace. The objectives of the two organisations differ, and this influences their 
organisational style and buying behaviour. 

However, we cannot assume that two organisations have the same organisational style 
just because they share common objectives or deliver similar products or services. For 
example, in the banking industry, Commonwealth and National Australia banks have 
similar objectives to St George and Citibank, and offer comparable products, but their 
organisational style is quite different. 

The activities an organisation engages in, and the objectives it pursues, are only two of many 
influences that shape organisational style and behaviour. Organisational objectives can be 
classified in terms of organisation type: commercial, governmental, non-profit and co-operative. 
The general nature of organisational activity may be described as either routine, complex or 
technical. For example, a co-operative wholesale organisation set up as a buying co-operative 
for several retailers would have a different organisational style from a co-operative research 
institute set up by firms in the mining industry. And a non-profit organisation involved in 
asthma research is likely to differ from one organised to gather industry statistics. 


Organisational values 


IBM and Apple Computer both manufacture and market microcomputers. However, each 
organisation has a distinct organisational style. IBM is corporate and formal, and takes itself 
seriously. Apple is less formal, more creative, and promotes a more open organisational 
style. Both companies are successful, though each has a unique set of values that creates a 
vastly different corporate culture. Marketing managers must understand these differences in 
order to market effectively to both companies.” 

The Body Shop, which manufactures and sells naturally based skincare and haircare 
products around the world, is a very successful business, with 150 shops in 47 countries.° 
However, its organisational values differ markedly from those of other large cosmetics firms. 
The following statement describes The Body Shop’s organisational values: 


Values are fundamental to the way we run our business. We campaign internationally 
on behalf of issues that matter to us most, including: human and civil rights, the 
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environment and protection of other living species, campaigning for an end to animal 
testing in the cosmetics industry. 

We aim to integrate our business into the communities in which we operate. One of 
the most effective ways we do this is with community projects around the world—these 
include helping the sick, homeless, elderly, disabled and underprivileged. 

We think fair trade, not free trade, is the way forward. Whenever possible we 
establish trading relationships with indigenous peoples around the globe to source the 
finest ingredients and products while helping communities in need.* 


The values presented in Table 19.1 are representative of an innovative organisation that 
seeks change, views problems as opportunities, and rewards individual efforts. These values 
underlie many innovative organisations in the technology industry. However, it might be 
more difficult to imagine a large bureaucratic private organisation or a government 
department reflecting these values. 


L able 19.1 Organisational values that influence organisational style 


Value no. 
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Value description 


Risk taking is admired and rewarded. 

Competition is more important than co-operation. 

Hard work comes first, leisure second. 

Individual efforts take precedence over collective efforts. 

Any problem can be solved. 

Active decision making is important; passive decision makers will not survive. 
Change is encouraged and actively sought. 


Performance is more important than rank or status. 


Shared values and value conflicts 


Both individuals and organisations have values. Unfortunately, these value sets are not 
always consistent. As a result, two different value systems could be operating within an 
organisation. For example, salespeople may experience conflict when their personal ethical 
values are incompatible with their perception of management’s ethical values, or with the 
ethical values exhibited by their sales managers.° However, to the degree that these value 
systems are consistent, decision making and implementation of decisions will run 
smoothly.® 

Exhibit 19.1 lists the personal values of a software engineer in a small high-technology 
firm, along with the organisation’s values. The similarity between the individual’s values and 
the organisation’s values creates a moderate number of shared values. If there are positive 
linkages between personal and organisational values, this creates less conflict for the 
individual when making decisions consistent with both his/her values and the organisation’s 
values. 
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xhibit 19.1 Personal, organisational and shared values 


Personal values Shared value linkages Organisational values 


individual ~<t—— ————— i iindividualistic 
Youth-oriented Mature in orientation 
Co-operative Competitive 
Penonmance diven ———————— ee  Perionmance driven 
Likes change <> Change is 200d 
Risktaking =< ee RISK taking is rewarded 
PY OUEST SOI GT aM erm sence rere ee Propel SOlViNg is 200d 
Passive decision maker Active decision making 
Non-materialistic Materialistic 


Hard worker ~t———H————-] $2 Hard work is rewarded 


<—________—_——_ Positive linkages (shared values) 


The interaction between personal values and organisational values within a firm also 
includes the interaction between the values of the selling organisation and the personal 
values of its representatives. In Figure 19.3, the overlap between these four sources of values 
represents the degree to which the value perspectives are shared. The greater the number of 
shared values, the better the match, and the more likely it is that a good working 
relationship will result between the selling and buying organisations. 


S, igure 19.3 Interaction between personal and organisational values within 
buying organisations, and with selling organisations 
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Organisational demographics 


The important role of consumer demographics in understanding consumer behaviour has 
been discussed earlier in this book. Organisational demographics are equally important. 
They involve both organisational characteristics—such as size, location, industry category, 
and type of ownership—and characteristics of the composition of the organisation, such as 
the gender, age, education and income distribution of employees.’ 

Large organisations are more likely to have a variety of specialists who attend to 
purchasing, finance, marketing and general management, whereas in smaller organisations 
one or two individuals may have all of these responsibilities. Larger organisations are 
generally more complex, since more individuals participate in managing the organisation’s 
operations. This creates a different style of organisation, and often requires a different 
marketing approach. 


Macrosegmentation 


Organisations with like needs and distinguishing but similar demographics can be grouped 
into market segments. These segments, based on differences in needs arising from organi- 
sational demographics, are called macrosegments. As will be discussed, this is quite different 
from the microsegments relating to the decision-making unit. Organisational markets can 
therefore have a two-tiered segmentation scheme, referred to as macrosegmentation and 
microsegmentation.® For example, computer-software manufacturers could be classified 
into macrosegments based on characteristics such as size, location and business application. 
Differences in customer loyalty, a microsegmentation characteristic, could then be used to 
divide the companies into smaller segments. 


Microsegmentation 


Whereas macrosegmentation allows a marketing organisation to group organisational 
customers with similar needs and organisational demographics into market segments, 
microsegmentation is the grouping of organisational customers on the basis of similar 
decision-making units or styles.? Customer organisations that are heavily dominated by 
technical people could, for example, be placed in a different segment from those dominated 
by purchasing agents and finance managers. 

Recognising these key differences in the structure of a decision-making unit allows the 
marketer to customise better his/her approach to organisations with different structures. 
Microsegmentation may therefore occur within a macrosegment, or across macrosegments. 

Decision-making units, and microsegmentation strategies based on differences in their 
structure, are also likely to vary over the product life cycle. The early stage in the life of a 
new product often constitutes a first-time purchase decision, and the size and structure of 
the decision-making unit, if it is an entire organisation, may result in a more complex 
decision process. As use of the product increases—the growth stage of the product life 
cycle—a repurchase decision will evolve. Now more effort and staff may be involved in the 
decision because of changes to the product, price or terms and conditions, or a change in the 
functional structure of the decision-making unit. 

Finally, as the product moves into a mature stage, its purchase becomes a routine 
purchase decision involving, primarily, the purchasing function of the organisation. 

The introduction of a new, more complex product will then start the whole process 
again. 
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Decision-making units 


Because of the nature and consequences of some organisational decisions, decision-making 
units within organisations, which can also be called buying centres, may become large and 
complex. Large, highly structured organisations usually involve more individuals in a 
purchase decision than do smaller, less formal organisations. Important decisions are likely 
to draw into the decision process individuals from a wider variety of functional areas and 
organisational levels than are less important purchase decisions.!° 

The decision-making unit can be categorised by area of functional responsibility and type 
of influence. Functional responsibility may include specific functions such as manufacturing, 
engineering, transportation, research and development, and purchasing, as well as general 
management. Each function will view the needs of the organisation differently and, as a 
result, will use different importance weights or evaluative criteria. Members of the buying 
centre or decision-making unit need to understand the needs of their organisation, and the 
capabilities of potential suppliers.!! 

Table 19.2 shows that attribute importance in the purchase of a large industrial cooling 
system varies dramatically for different areas of functional responsibility. Each member of 
the decision-making unit has somewhat different needs. For a positive purchase decision to 
result, these needs have to be met collectively in some way. Energy savings are a key area of 
importance for production engineers and top management, but are a lesser issue for 
corporate engineers. Also, being up to date is important to plant managers and top 
management, but is of lesser importance to corporate engineers. The way the final purchase 


L able 19.2 Purchasing an industrial cooling system: issues of importance to 


members of the organisational decision-making unit 


19.9 


Area of responsibility Key importance Less importance 
Production engineers Operating cost Initial cost 
Energy savings Field proven 
Reliability 
Complexity 
Corporate engineers Initial cost Energy savings 
Field proven Up to date 
Reliability 
Complexity 
Plant managers Operating cost Initial cost 
Space utilisation Complexity 
Up to date 
Power-failure protection 
Top management Up to date Noise level in plant 
Energy savings Reliability 


Operating cost 


Source: Adapted from J. M. Choffray and G. Lilien (1978), ‘Assessing Response to Industrial Strategy’, Journal of Marketing, April, p. 30. 
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decision is made is in part determined by individual power,!* expertise,!’ the degree of 


influence each functional area has on the organisational decision, and the way in which the 
organisation resolves group-decision conflicts.!* 

From the supplier’s point of view, salespeople need to identify which members of the 
Organisation participate in the decision-making unit for the various stages of the buying 
process. This will help them in providing information and further assistance to relevant 
participants at the appropriate stage of the buying process.'» 

Members of the decision-making unit play various roles, such as that of information 
gatherer, key influencer, decision maker, purchaser and/or user.'® A plant manager could 
play all five roles, while corporate engineers may simply be sources of information. The 
role that a function plays in an organisational decision varies according to the type of 
decision and the organisational style. Exhibit 19.2 illustrates how management involve- 
ment in decision making in a textile firm varied as a function of the dollar amount of the 
decision. 


Reference groups 


As with consumer behaviour, organisational behaviour and purchasing decisions can be 
influenced by reference groups. As Exhibit 19.3 illustrates, reference-group members may 
perceive products differently from the way actual users do. This can influence users’ 
perceptions and decisions. 

Perhaps the most powerful type of reference group in industrial markets is that of the lead 
users.!? Lead users are innovative organisations that derive a great deal of their success from 
leading change. As a result, their adoption of a new product, service, technology, or manu- 
facturing process is watched and emulated by the majority of organisations operating in the 
same industry, or a related industry.”° 

In the growing on-line services market, lead users can play an important role in 
establishing the on-line economy of Australia and New Zealand. As Figure 19.4 shows, 
increased demand from lead users can have several major effects, including the 
following: 


> increasing the volume of services provided on-line, which lowers the total cost of these 
services, and which in turn may encourage even more demand for on-line services as 
customers turn away from the higher cost traditional alternatives 

> encouraging a broader range of on-line service offerings which, by making the 
service more useful for customers, encourages more people to get on-line, thereby 
increasing demand as well as increasing the usefulness or functionality of on-line 
services?! 


Other reference groups, such as trade associations and financial analysts, also influence 
an organisation’s decision to buy or not buy a given product, or even to buy or not buy 
from a given supplier. Combining the concept of lead users with the reference-group 
network can provide a comprehensive picture of organisational reference-group 
systems.** Since the lead users play such a critical role, their adoption of a product, 
technology or vendor can influence the overall process. A lead user’s decision to adopt a 
given supplier’s innovative product adds credibility to the product and supplier. This has 
a strong positive impact on the relationship between the firm and its remaining target 
customers. 
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E xmivit 19.2 Management hierarchy of the buying centre in a textile 
manufacturing company!” 


Level in organisation 


VIII 


CEO Division General Director of Plant MIS Department Shift 
president manager manufacturing manager manager manager Manager 


Title 


The many decisions confronting a large textile manufacturer create a wide variety of buying centres, or decision- 
making units. Shown above is the management hierarchy and the staff members potentially involved in a 
purchase decision. Forty-seven special expenditure requests were tracked, 25 for new equipment and 22 for 
equipment repair. Shown below is the frequency of involvement in these 47 decisions by different members of 
the organisation, and the number of communications they received in the process of making these decisions. 


Management involvement in purchase decisions (%) 


Amount of 
purchase decision CEO Div. Pres. GeneralMgr _ Dir. Mfg Plant Mgr MIS Mgr Dept Mgr — Shift Mgr 


$A1-5K 0 14 100 100 100 100 86 43 
$A5-10K 7 36 100 100 100 100 86 36 
$A10K+ 35 58 100 100 100 100 83 17 


Number of communications received for 47 purchase decisions 


$A1-5K 0 5 28 40 54 70 36 14 
$A5-10K 1 6 24 Su 47 54 32 9 
$A10K+ 6 17 a0 43 83 110 86 3 
Total (835) 7 26 89 115 184 234 154 26 


Source: M. C. LaForge and L. Stone (1989), ‘An Analysis of the Industrial Buying Process by Means of Buying Centre 
Communications’, The Journal of Business and Industrial Marketing, Winter/Spring, pp. 31-2. 
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xhibit 19.3 Buyer and reference-group perceptions of alternative modes of 
transportation'§ 


Loading/unloading facilities 


@ 
Rail Buyer perceptions 


Low-cost ) Short 
and large Air cargo ——— > transit 
shipments time 


® 
Motor carrier 


cs) 
Pipeline 


Dependable transit time 


Large/odd-sized freight 


User/influencer 
perceptions 


Short 
Large a) transit 
shipments Motor carrier —————————__ time; 
and low convenient 
cost pickup 


Air cargo 


© 
Pipeline 


Less cargo loss/damage and 
dependable transit time 


While perceptions of rail, barge and pipeline are roughly the same, significant differences exist 
between buyer and reference-group perceptions of motor carriers and air cargo. Also, reference groups 
use different criteria to differentiate the alternative modes of transportation. 
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5, igure 19.4 Important role played by lead users such as large service 
organisations in encouraging the development and adoption of 
on-line services throughout the marketplace 


Broader range of 
services provided 
on-line 


Kick-starting 
through lead 


users Reduced total 


services cost 


Increased volume 
of services provided |} 
on-line 


On-line 


Increased demands 
for on-line services 


Economic 
growth 


Increased functionality 
(or value-added) 


attached to the service 
Increased wealth- 


creation opportunities 
for other industries 


Employment in 
services and non- 
services sectors 


Increased 
effectiveness 


of services 
Export 


opportunities 


Direct employment 
in applications 
development 


Service 


Source: Australian Coalition of Service Industries and McKinsey & Company (1997), australia.com, Australia’s Future Online, 
Melbourne, pp. 55-6. 


Perception 


To build a position with organisational customers, a firm must go through the same 
sequential stages of exposure, attention and interpretation as those required with 
consumers. A customer organisation develops certain images of seller organisations from its 
products, people and organisational activities. Like people, organisations have memories, 
and base their decisions on images or memories they have developed. Once an image 1s 
formed by an organisation, it is very difficult to change. Therefore, it is important for a 
selling organisation to develop a sound communication strategy in order to build and 
reinforce a desired image or brand position. 

Many organisations today are using sponsorship as a method of creating the right image 
in the market. Not only does sponsoring a sporting, cultural or environmental event increase 
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brand awareness, but it is also effective in strengthening relationships with customers as well 
as suppliers. For example, Ford Australia is principal sponsor of the Australian Open tennis 
tournament. According to Ford’s vice-president of sales and marketing, Mr. Tony Brigden, 
‘It brings us fantastic brand awareness, here and overseas, and the fact [that] it is spread 
over two weeks gives us a great opportunity to reward staff and meet with clients, 
suppliers—develop all our relationships.’?° 

Since electronic media such as television and radio are less effective in reaching organisational 
customers, print advertisements, direct mail and personal presentations are more common. For 
example, Officeworks targets small businesses with its range of office and stationery products. 
Two-thirds of its customers are small businesses. It regularly uses direct-mail campaigns aimed 
at these customers, as well as comprehensive catalogues and telemarketing.*4 

Compared to consumer advertising copy, organisational advertising copy is generally 
longer and more detailed. Longer copy is more effective in business-to-business communi- 
cations. Advertisements with fewer than 150 words are less likely to stimulate readership 
than advertisements with longer copy. However, this relationship is not linear, as advertise- 
ments with very long copy (more than 200 words) are also less effective in stimulating 
readership. Therefore, advertising copy of between 150 and 200 words seems to be most 
effective in stimulating readership by organisations.*> Exhibit 19.4 provides an example of 
the type of print advertising used by firms to appeal to their commercial customers. It shows 
an example from ANZ’s successful print campaign, which targeted the company’s 
commercial customers by using attention-grabbing headlines and informative copy. 

As shown in Figure 19.5, research on newspaper advertising for industrial products 
conducted by the Newspaper Advertising Bureau in Australia assessed the extent to which 
specific advertisements in specific newspapers were read. The Starch technique ascertains, 
among readers of a particular issue of a newspaper, which advertisements are noticed, which 
are associated with an advertiser or product, and to what extent the advertisement is read. 
While it is clear that larger and more frequent insertions results in more recall or enquiries, 
the increase is far from directly proportional, suggesting that marketers should exercise 
caution and apply a cost/benefit analysis to their media planning. 


S, igure 19.5 Business-to-business newspaper advertising: Results 


Average number Advertisement 
of enquiries ie awareness 
120 120 
101 
100; 22 103 100 
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80 80 
82 Average insertions 
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Source: Cahners Advertising Research Report, no.s 250.1 and 120.3. 
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xhibit 19.4 Successful campaign targeting commercial customers by using 


attention-grabbing headlines and informative copy 


Kaige Ye 
WHY DO YOU ASK? f 


* 
x 
. 
* 


The relationship between Two Dogs 
and ANZ is a very potent mix. 


Two dogs, two years and a hundred tonnes of odd shaped 


lemons, It’s been a recipe for success for a ance small Adelaide 


brewer called Duncan MacGillivray. 


Two Dogs is a unique alcoholic lernonade thats been one of 


the great business success stories of recent times. Duncan, the top 
dog at Two Dogs, has a business partner in ANZ’s Bob Kerr. 
They've been working together since Two Dogs was just + pup. 
“The whole industry was new to me, let alone the concept 
of an alcoholic lemonade. But now after a couple of years and 
many more Two Dogs Pve learnt a lot about Duncan's 
business and how it works? says Bob. 

at 
By With Bobs help, Two Dogs started a whole 

ard 
new drinks category and was well and truly 


lec off the leash. Now you'll find Two Dogs 


roaming throughout che UK. Europe, Asia and the US, 

“Ee was ANZS international network that really made it 
happen. Thanks to its size you can get Two Dogs in more places 
than I've ever been?’ says Duncan, & 

Together, a bank, aman and 
his Two Dogs have taken on the world. 

No doubt our business service is part of the 

reason Asiamoncy magazine has named ANZ best commercial 
bank in Australia. And no doubt we cau do something tor your 
business. For an appointment, call into your local ANZ branch 
or calls on E800 670 522, Sam-Spm (EST) 7 days a week. 

ft may be the first chat of manny. 


Better service for business. 


APB24847 - ADE 


Exhibit 19.5 demonstrates the effect of industrial advertising and advertising frequency 
on the sales of an industrial safety product. In many cases, however, tracking sales is a 
misleading measure, as many other factors, such as personal selling efforts or competitive 
activities, may explain any variation in sales levels. 


Motives and emotions 


Organisational decisions tend to be less emotional than many consumer purchase decisions. 
However, because humans with psychological needs and emotions influence these decisions, 
this aspect of marketing to an organisational customer can be neither overlooked nor 
underestimated. 
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xhibit 19.5 Impact of trade advertising on sales of an industrial safety product2® 


The sales of a portable safety product sold to industrial organisations were tracked 
over a two-year period to evaluate the impact of trade advertising. As shown below, 
a precampaign period was used to determine base sales without trade advertising. 
First-year sales increased almost fourfold, with advertising in one trade publication 
using an eight-page advertising schedule: six black-and-white advertisements and 
two colour advertisements. When three colour spreads were added to the schedule, 
sales continued to climb. When advertisement frequency was again increased, this 
time to six black-and-white single page advertisements and 11 colour spreads, 
product sales rose to 6.7 times precampaign sales. 


x 
Base sales 


Precampaign 6 B/w, 6 B/w, 
2 colour 11 colour 


Most organisations have objectives for their purchases: they may aim either to improve 
their performance or to lower their costs. Developing a rational organisational benefit is, 
therefore, the first step, and the second is appealing to the emotions of individuals making 
the decision. With careful study of the personal motives, psychological needs and emotions 
of decision makers and influencers, a selling organisation can gear its communication 
strategy to ‘excite’ its buyers to take action, in ways not possible with normal means of 
communication. 
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The following advertising copy from QBE Insurance uses this approach: the company 
explains that it is one of Australia’s successful general insurance organisations, but that it 
wants to build relationships with their customers so that all can work together: 


First we build relationships, then we build our business. 

At QBE, we believe our policyholders and the business organisations we deal with 
have made an irreplaceable contribution to our growth for more than 100 years. 

In fact, so strong are these relationships that QBE has now become one of 
Australia’s most successful general insurance companies. It’s a success on which we 
intend to build by developing new partnerships with clients who also share our long- 
term vision of strength and prosperity. 


There is often considerable risk in first-time purchase decisions. The risk of making a bad 
purchase decision can elicit feelings of self-doubt or psychological discomfort. These 
personal emotions will influence this type of purchase decision. IBM has used personal 
emotions to its advantage, by selling the security of buying from IBM. The common 
expression ‘No one ever got fired for buying an IBM’ is based on the suggestion that no one 
would question the decision to buy IBM if something went wrong, whereas buying from a 
lesser-known firm and then possibly encountering a serious problem could get an employee 


fired. 


Learning 


Like individuals, organisations learn through their experiences and perceptions: they learn 
as they grow. For example, Apple Computer had to learn a vast array of new behaviours as 
it moved from being a small, informal organisation to a worldwide, formal organisation. 

As an organisation learns, it develops a different organisational style and puts in place 
different policies and guidelines, based on its learned experiences, to aid decision making. 
Of course, learning can be cognitive as well as experiential, and organisations will also 
process information and select vendors on the basis of information they have acquired and 
learned without the benefit of experience. 

Because of its relatively greater importance, an important organisational purchase 
decision is a high-involvement learning situation. The negative consequences of such a 
purchase decision are not easily unlearned, as illustrated in Figure 19.6.7’ For this reason, it 
is critical that the first-time experiences in a new buyer-seller relationship are positive. A 
negative experience in a high-involvement decision could damage relationships for an 
extended period of time, if not forever! 


Purchase situation 


The buying process for an organisation will be influenced by the complexity and difficulty 
of the decision task. Less complex, routine decisions are generally made by an individual 
or a small group without extensive effort. At the other extreme are organisational 
decisions that are complex and have major organisational implications. A continuum of 
purchase situations lies between these two extremes. A useful categorisation of 
organisational purchase situations are the straight-rebuy, modified-rebuy, and new-task 
situations.*® 
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S, igure 19.6 Unlearning high-involvement negative experiences 


Rate of unlearning 


High New-task, high- 
involvement 


mn purchases can 
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experience  —————-— rates of unlearning 
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Negative 


experience ————> 


LOW 
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Purchase involvement 


Straight rebuy 


Routine repurchase decisions are low-involvement decisions that can be made by a single 
person in the organisation. The repurchase of photocopy paper under an annual contract, 
or commodity-type items used in manufacturing assembly, are straight-rebuy decisions, 
typically made by one individual. The buyer chooses from suppliers on its vendor list, giving 
weight to its past experiences and the volume of orders placed with that vendor, as well as 
with other vendors. 

Suppliers providing better service, a quick response to problems and reliable delivery are 
given higher priority in straight-rebuy decisions. There are also instances where the rebuy 
decision occurs automatically as part of an automated reordering system for items under 
contract. 


Modified rebuy 


The modified-rebuy decision requires that the buyer organisation expends more effort and 
includes more people because of an important modification to the product, delivery, price, 
or terms and conditions. When a car manufacturer modifies the dashboard design of a 
particular model, it may require several alterations in the materials purchased as well as the 
sequence of assembly, which could alter the time and sequence of purchase. Though the 
changes are not major, the modifications may impact on engineering, production, quality 
assurance, purchasing and, ultimately, vehicle availability and customer reaction. 

As a result, several individuals will be involved at various stages of the decision process. 
Some may simply provide information with respect to their own requirements, while others 
may want a say on which vendor is selected for certain dashboard components. The net 
result will be a more complex buying process. 
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New task 


A third type of organisational buying decision, new-task buying, occurs when the 
organisation is purchasing for the first time a product or service of major importance. 
Factory automation equipment, a new computer, or a telecommunications system are new- 
task buying decisions with implications that could impact adversely on an organisation’s 
financial position, product quality and corporate morale. In high-technology markets, new- 
task decisions become a way of life as products and processes frequently undergo dramatic 
technological change. Yet investment in the wrong technology could wipe out many small 
and medium-sized high-tech companies. 

Therefore, the number of individuals influencing and making the decision will be higher 
for new-task purchase decisions, as will the involvement of these individuals. As 
illustrated in Figure 19.7, the level of organisational involvement increases as the 
importance and the consequences of a purchase decision increase. This creates a much 


more complex marketing situation, where the needs and behaviour of many individuals 
must be understood. 


Sy, igure 19.7 Types of organisational decisions and high-/low- 
involvement processes 
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Importance/difficulty of decision 


Organisational decision process 


Because organisational decisions typically involve more individuals in more complex 
decision tasks than do individual or household decisions, marketing efforts aimed at 
affecting this process are much more complex.?? Exhibit 19.6 shows the stages in the 
decision process of a large insurance company’s decision to add microcomputers to its office 
management function, and the sources of influence at each stage. The sources of influence 
both within and outside the decision-making unit were important at all stages. Altogether, 
there were 12 separate sources of influence, each with different levels of influence and 
affecting different stages of the purchase decision process. 


19.19 


19.20 SECTION FIVE 


xhibit 19.6 


Stages of purchase 
decision process 
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Decision process when purchasing microcomputers for a large 


insurance company 


Key influences within 
decision-making unit 


Influences outside 
decision-making unit 


Problem recognition 


Information search 


Alternative evaluation 


Purchase decision 
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Office manager 
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Office manager 
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Office manager 
Sales manager 
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Accounting manager 
Microcomputer sales representative 


Operations personnel 
Microcomputer sales representative 
Other corporate users 

Office systems consultant 


Office systems consultant 
Microcomputer sales representative 


Field sales agents 

Administrative clerks 

Accounting personnel 
Microcomputer sales representative 


Field sales agents 
Administrative clerks 
Accounting personnel 


anne acne 


In order to have a chance to win this large office system’s microcomputer contract, a 
selling firm must provide relevant information to each source of influence. This is not a 
simple task, given that each source of influence has different motives and different criteria 
for evaluating alternative products, as well as different media habits. Therefore, the 
microcomputer company needs to satisfy the information needs of each person who may 
have some input into the decision process. 

Like individual and household consumers, organisations seek to derive maximum (or at 
least high) value from their purchases. However, major differences exist in the components 
that contribute to customer value. For consumer purchases, half or more of the value is often 
emotional or psychological, whereas industrial purchasers are driven more by economic 
factors, with emotional considerations playing a smaller role. Commercial customers fall 
between these two groups. 


CHAPTER 19 ORGANISATIONAL BUYING BEHAVIOUR 19.21 


Problem recognition 


In Exhibit 19.6, the sales manager and the office manager were the first key influencers within 
the decision-making unit to recognise the need to add microcomputers to their organisation. 
Recognition of this problem, however, could have occurred in several ways. In this instance, 
a continuing problem between field sales agents and internal administrative staff led the office 
manager and sales manager to recognise the problem. Aiding their recognition of the problem 
were accounting personnel and microcomputer sales representatives who called on the office 
manager. The combination of these sources of influence eventually led to an increase in the 
level of importance of the decision, and to the subsequent stage of information search. 
Table 19.3 demonstrates that, in high-tech markets, the head of a department is most likely 
to recognise a problem or the need to purchase. Perhaps more important is the fact that 
purchasing managers are not a source of problem recognition. This highlights the danger of 
having salespeople call only on purchasing people. As shown in Table 19.3, problem recognition 
and determining specifications often occur without much involvement by purchasing personnel. 


L able 19.3 Group involvement in the decision process in high-tech organisations 


Percentage involved in each stage of decision process 


Top Head of Lab Purchasing 

Board of manage- _—_ depart- technician manager 
Stage of decision process directors ment ment oroperator or buyer 
Recognising the need to purchase 7 26 70 30 
Determining product specifications 0 35 74 33 
Deciding which suppliers to consider 5 33 56 14 19 
Obtaining quotations and proposals 0 26 52 19 14 
Evaluating quotations and proposals 7, 63 63 3 11 
Final product or supplier selection 21 48 48 7 11 


Source: R. Abratt (1986), ‘Industrial Buying in Hi-Tech Markets’, /ndustrial Marketing Management, vol. 15, p. 295. 


A business marketing to another business has to understand how its products or services 
will impact on the client’s cost of operations and performance. While the client’s business is 
always seeking ways to improve its operations economically, it may not recognise problems 
that are preventing any improvement in operations. Therefore, the task of the selling 
Organisation is to understand the needs of the client organisation so that it can point out 
problems and solutions that the client organisation has not yet recognised. 

For example, a computer manufacturer pointed out to a large bank that its entire statewide 
banking system could be shut down if a fire or other disaster occurred in a given building. The 
bank literally could not function if the information were lost. This unrecognised problem led 
the bank to purchase a backup system, and locate it in a building in another part of the state. 
Exhibit 19.7 is an example of the way IBM attempts to help its clients recognise a potential 
problem (losing business) and provides a solution (getting their business on the Internet). 


Finance 
manager 
or accountant 


SN QO OS OD 


19.22 SECTION FIVE CONTEMPORARY TOPICS IN CONSUMER BEHAVIOUR 


xhibit 19.7 Advertisement highlighting a problem experienced by many clients, 
and offering the complete solution 


Some customers don’t have time to do 
business when you want them to. Which 
means you could be losing their business 
when you close up for the day. 

Set your business up on the Web and 


you can give your customers service, day 


and night. Through your website, it’s easy | 
to supply up-to-date information and 

allow your customers to make purchases 

while you're not around. 


th By providing your customers with 


the convenience of Internet transactions, 


“SOrTy our office 1s you can boost your sales without the 
closed, please call back Rea 


commerce solution is the flexible way to 


during business hours” do busines wih customers and maintsn 


= your competitive edge. 
solution 

For cost effective ways to do business 
over the Internet, talk to us today at IBM. 
We can provide a complete solution for 
your company through a mix of advanced 
technology, professional services and 


business know how. 


Problem: You're fosing business 
vwhen-you close up for the day. 
Solution: Aliow customers to 
do Rusiness with you over the 
Internet. Benefit: Provide your 
business and customers with 
greater ffexibility. To find out 
how, contact IBM today. 


@ 132 426 ask for*E-Commerce/Info" 
@ (02) 9354 4035 
www. “om. 


® www.ibm.com.au 


Solutions for a small planet™ 


1M is a regsstered trademark and Sokstons tor a small planet is a trademark of International Business Machines Corporation. © IM Australa Lid. ACN 000 024 733. All fghts reserved, 


Information search 


Information search can be both formal and informal. Site visits to evaluate a potential 
vendor, laboratory tests of a new product or prototype, and investigation of possible 
product specifications are all forms of formal information search. Informal information 
search can occur during discussions with sales representatives, while attending trade shows, 
or while reading industry-specific journals. 

Table 19.4 summarises the information sources used by purchasing agents across a variety 
of purchase situations. In all cases, the input provided by salespeople had the largest impact. 
However, the role of other types of information varied according to the type of purchase. 

Direct-mail and journal advertising can be important influences. Direct marketing can be 
used by an organisation to reach a prospect before a sales representative calls, thus increasing 
the chance of sales success. Exhibit 19.8 outlines Kimberley-Clark’s direct-mail effort to 
create awareness and interest in its sterile wrap by hospital-product review committees. 
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L able 19.4 Marketing communications for different classes of industrial products 


Type of industrial product (%) 


Major Minor Component Raw Industrial 
Type of marketing communication capital capital parts materials supplies 
Trade advertising 9.7 9.3 6.4 8.3 10.1 
Technical literature 19.7 Da 15.3 225 19.1 
Direct mail 5.2 5.9 3.7 2.6 6.3 
Sales promotions 5.4 7.6 11.8 8.3 11.6 
Trade shows 12.5 7.8 6.2 4.8 4.4 
Salespeople 47.5 48.4 56.6 53.2 48.5 
100% 100% 100% 100% 100% 


Source: D. W. Jackson, J. E. Keith and R. K. Burdick (1987), ‘The Relative Importance of Various Promotional Elements in 
Different Industrial Purchase Situations’, Journal of Advertising, vol. 16, p. 30. 


E xn 19.8 Kimberley-Clark’s direct-mail efforts to create awareness and 
influence the decision process 


The product review committee within a hospital functions as a buying group. Even when a superior product is 
offered, acceptance and even trial are often notoriously slow. 

By sending three key decision makers in each hospital buying group a mail pack at the same time, Kimberley- 
Clark were able to set up trials of their sterile wrap in many hospitals where they had not been successful using 
a representative. 

The direct mail was personalised to each of the influencers, with the message specific to each one’s areas of 
concern. The function of such a mailing was to reduce the risk of acceptance of a new product for each influencer 
by addressing their needs and concerns before they formally met as part of the product review committee. 

In this case, the representative was able to follow up each of the influencers concurrently, and encourage trial. 


Source: Adapted from Journal of Australian Direct Marketing Association (1992), Spring, p. 8. 


Evaluation and selection 


The evaluation of possible vendors and the selection of a given vendor may constitute a two- 
and sometimes three-stage decision process.° The first stage consists of deciding on which 
vendors become part of the buyer’s approved vendor list. Conjunctive decision processes are 
very common, with the organisation screening out potential vendors that do not meet all 
their minimum criteria. 

Government departments in Australia often use a multistage process which involves the 
shortlisting of tenderers through an initial invitation to register interest or expression of 
interest, or make a proposal. This allows the department concerned to evaluate the general 
approaches at a preliminary stage before requesting a limited number of bidders to undertake 
the preparation of a full tender.*! 

Alternatively, shortlisting can also be accomplished using a ‘pre-qualification’ stage, where 
organisations are invited to participate in further stages of the tender process on the basis of 
specific criteria.>* For example, suppliers may be pre-qualified on the basis of some or all of 
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the following criteria: demonstrated capacity to satisfy service requirements, quality assurance 
criteria, technical resources or expertise, financial history, and local manufacturing facilities.>4 

A second stage of organisational decision making could involve other decision rules, such 
as the disjunctive, lexicographic, compensatory and elimination-by-aspects rules (see 
Chapter 5). For example, where price is the most important evaluation criterion for the 
buying organisation, a lexicographic decision process would most likely be followed. 

An Australian Industry Commission Report into Competitive Tendering and Contracting 
by Public Sector Agencies in 1996 found that many government agencies use a system of 
ranking or weighting evaluation criteria to help select the preferred tenderer.** Some 
agencies were found to apply quantitative values to represent qualitative factors and 
weighting process, which could be described as using a compensatory decision rule. 

The process of evaluation and selection is further complicated by the fact that different 
members of the decision-making unit have differing evaluative criteria. Table 19.5 shows 
that the purchasing division’s set of performance criteria differs from that of general 
management or the engineering division. In addition, each of these members of the decision- 
making unit has a different preference for information and, therefore, for salesperson 
competencies. As shown in Table 19.6, the purchasing department is more concerned with 
pricing policies, terms and conditions and order status, while engineers are more concerned 
with product knowledge, product operations and applications knowledge. 


L able 19.5 Evaluative criteria and organisational role 


Functional role in organisation 


Evaluation criteria used in purchase decisions Purchasing Management Engineering Operations 
Vendor offers broad line X X 

Many product options available X X 

Ease of maintenance of equipment X X 
Competence of service technician X X X 
Overall quality of service X X 

Product warranty X X X X 
Delivery (lead time) X 
Time needed to install equipment X X 
Construction costs X X X 
Vendor has the lowest price X X X 

Financial stability of vendor X X X 
Vendor willing to negotiate price X 

Vendor reputation for quality X X X 


~< 
~< 
~< 


Salesperson competence 


~< 
~< 


Compatibility with equipment 


~< 


Available computer interface 


Source: Adapted from D. H. McQuiston and R. G. Walters (1989), ‘The Evaluative Criteria of Industrial Buyers: Implications for 
Sales Training’, The Journal of Business and Industrial Marketing, Summer/Fall, p. 74. 
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L able 19.6 Preference for salesperson competence by organisational role 


Mean importance score by functional role 


Salesperson area of competency Purchasing Engineering Operations 
Product knowledge 57, 3 6.9 
Applications knowledge 4.8 7.3 6.9 
Product economics 6.2 6.5 6.2 
Product operations 5.8 6.9 Teal 
Pricing policies 8.0 ap 6.0 
Terms and conditions 7.5 3.7 4.6 
Personal matters 2.0 28 23 
Industry trends 41 3.6 3.6 
Product trends 6.6 5:2 aie: 
Order status 7.1 5.5 6.2 
Future requirements 6.2 4.8 5.6 
Company activities 5.6 5.3 BZ 
Technical services 5.4 6.3 5.7 
Purchasing philosophy 4.9 2.7 56 
Supplier performance 5.5 4.5 5.0 
Routine sales calls 5.5 5.4 5.1 
Formal presentations 4.6 4.5 4.4 
Informal presentations 4.8 5.2 a2 


Source: H. M. Hayes and S. W. Hartley (1989), ‘How Buyers View Industrial Salespeople’, Industrial Marketing Management, 
vol. 18, p. 77. 


Purchase and decision implementation 


Once the decision to buy from a particular organisation has been made, the method of 
purchase must be determined. From the selling organisation’s point of view, this means how 
and when it will get paid. With many government purchases, payment is not made until 
delivery, whereas other government purchase agreements involve progress payments. When 
a firm is working on the construction of a government building that will take several years 
to complete, the method of payment is critical. 

Terms and conditions for payment such as warranties, payments and delivery dates are 
both complex and critical in business-to-business markets. Many businesses, for instance, 
offer a price discount for payment within 10 days. Others may extend credit and encourage 
extended payment over time. One large manufacturer of steam turbines lost a large order 
with a 30 per cent price premium to a foreign manufacturer because the warranty was 
written too much to the advantage of the seller. 
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Usage and postpurchase evaluation 


The postpurchase evaluation of products is typically more formal for organisational 
purchases than for the household evaluation of purchases. In mining applications, for 
example, a product’s life is broken down into different components such that total life-cycle 
cost can be assessed. Many mines will operate different brands of equipment side by side to 
determine the life-cycle costs of each before repurchasing one in larger quantities. 

A major component of postpurchase evaluation is the service the seller provides after the 
sale. In recent years, the level and quality of after-sales service provided by suppliers has 
become very important for many organisations. Often, firms will consider the after-sales 
service component of the purchase as a criterion in the selection and evaluation of the 
supplier. And, as with consumer buying behaviour, the postpurchase evaluation is highly 
critical for further purchase decisions. 

Table 19.7 indicates the importance that one group of managers and their company’s 
customers assigned to different aspects of after-sales service. Notice that the managers did 
not have a very good understanding of what was important to their customers. Table 19.8 
indicates that they also viewed their service performance more favourably than their 
customers did. 


Dan 19.7 Customers’ and management’s perceptions of the importance of 
after-sales service 


Importance of service item 


After-sales service item Customers Managers Gap 
Attitude and behaviour of technician 11.5 8.4 3.1 
Availability of technical service staff 16.1 12.9 3.2 
Repair time when service needed 15.4 17.4 =2.0 
Dispatch of breakdown call 15.5 9.8 57 
Availability of spare parts during call 10.0 10.1 =0.1 
Service contract options Dae 6.8 1.6 
Price—performance ratio for services rendered 8.1 14.5 —6.4 
Response time when service needed 18.2 20.1 9 


Source: H. Kasper and J. Lemmink (1989), ‘After-Sales Service Quality: Views between Industrial Customers and Service 
Managers’, Industrial Marketing Management, vol. 18, p. 203. 


Some organisations choose after-sales service as the core of their specification strategy. A 
South Australian distributor of large agricultural equipment, for example, achieved a 
respectable share of the market by promising 24-hour repairs to any of its harvesters. 
Considering the opportunity cost involved when such farm equipment is not fully 
operational during the harvesting season, such after-sales service was highly valued by 
farming organisations and co-operative customers. 
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is able 19.8 Customers’ and management’s perceptions of after-sales 
service quality 


Ratings of service 


After-sales service item Customers Managers Gap 
Attitude and behaviour of technician 7.04 7.56 =0.52 
Availability of technical service staff 7.64 8.12 —0.48 
Repair time when service needed 6.36 7.71 =1.35 
Dispatch of breakdown call 6.92 T57 —0.65 
Availability of spare parts during call 7.16 7.49 =(.33 
Service contract options 6.88 748 —0.60 
Price—performance ratio for services rendered 6.12 7.30 116 
Response time when service needed bO2 7.09 =f 17 


Source: H. Kasper and J. Lemmink (1989), ‘After-Sales Service Quality: Views between Industrial Customers and Service 
Managers’, Industrial Marketing Management, vol. 18, p. 203. 


Summary 


Organisations have a style or manner of operating that is referred to as organisational style. The type 
of organisation (commercial, governmental, non-profit or co-operative) and the nature of its activity 
(routine, complex or technical) help to shape its style. 

Organisations have values that influence their style or culture. These values are also held in 
varying degrees by individuals in the organisation. When there is a high degree of shared values 
between the individuals and the organisation, decision making occurs smoothly. Demographics also 
influence organisational style. Differences in location, industry, type of ownership and composition 
of the workforce all play a role in determining how an organisation approaches purchase decisions. 
The process of grouping buyer organisations into market segments on the basis of similar needs and 
demographics is called macrosegmentation. 

Reference groups play a key role in business-to-business markets. Reference-group networks exist 
in most organisational markets. These reference groups often include third-party suppliers, 
distributors, industry experts, trade publications, financial analysts and key customers. Lead users 
have been shown to form a key reference group that influences both other reference groups and 
other potential users. 


continues... 
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Organisations, like consumers, also develop images, have motives, and go through a learning 
process. Seller organisations can influence the way in which they are perceived by using a variety 
of communication alternatives. Print advertising and direct mail are the most common. 

Whereas organisations have ‘rational’ motives, their decisions remain influenced and made by 
people with emotions, and the seller organisation has to understand and satisfy both in order to be 
successful. Organisations learn through their experiences and information-processing activities, and 
negative experiences are particularly immune to extinction. 

Like households, organisations make many buying decisions. In some instances these buying 
decisions are routine replacement decisions, and in other cases they involve new, complex purchase 
decisions. Three purchase situations are common to organisational buying: straight rebuy, modified 
rebuy, and new task. Each of these purchase situations will elicit different organisational behaviours, 
since the decision-making unit varies in size and complexity as the importance of the purchase 
decision increases. 

The organisational decision process involves problem recognition, information search, evaluation 
and selection, purchase implementation and postpurchase evaluation. Seller organisations can help 
buyer organisations to discover unrecognised problems, and can aid them in their information 
search. Quite often, a seller organisation can also influence the information search in order to 
establish the choice criteria to be used in evaluation and selection. Purchase decisions typically 
involve more individuals, and the use of multiple decision rules. A conjunctive process is typical for 
establishing an evoked set, and is usually followed by other decision rules for selecting a specific 
vendor. 

Purchase implementation is more complex, and terms and conditions are more important, than 
is the case with household decisions. How payment is made, for instance, is absolutely critical. 
Finally, use and postpurchase evaluation are often quite formal. Many organisations will conduct 
detailed in-use tests to determine the life-cycle costs of competing products, or spend considerable 
time evaluating a new product before placing large orders. Satisfaction is dependent on a variety of 
criteria, and on the opinions of many different people in the organisation who have had some input 
into the decision process. To achieve customer satisfaction, each of these individuals has to be 
satisfied with the criteria important to him or her. 


Key terms 


organisational style or culture reference groups 
organisational values Straight rebuy 
organisational demographics modified rebuy 
macrosegmentation new task 
microsegmentation perception 

lead users learning 


decision-making unit organisational decision process 
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W ebsites 


You may want to visit some of the Websites of the organisations used as examples in this chapter, to obtain 
more information about their organisational values and style, and evaluate how these factors may affect 
their buying behaviour: 


Australia Post http://www.austpost.com.au 
BHP http://www.bhp.com.au 
Citibank http://www.citibank.com 
Coles Myer http://www.colesmyer.com.au 
Commonwealth Bank http://www.commbank.com.au 
Digital Equipment Corporation http://www.digital.com.au 
Greenpeace http://www.greenpeace.org 
IBM http://www.ibm.com.au 
National Australia Bank http://www.national.com.au 
New Zealand Post http://www.nzpost.co.nz 
Officeworks (part of Coles Myer) http://www.colesmyer.com.au 
St George Bank http://www.stgeorge.com.au 
Telstra http://www.telstra.com.au 
Toyota http://www.toyota.com.au 


14. 
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Keview ancstions 


In what ways can an organisation have a style? What factors contribute to different organisational 
styles? 

How would different organisational activities and objectives affect organisational style? 

What are organisational values? How do they differ from personal values? 

What is meant by shared values? 

What are organisational demographics, and how do they influence organisational style? 

Define macrosegmentation, and describe the variables used to create a macrosegmentation of an 
organisational market. 

Define microsegmentation, and describe the variables used to create microsegments. 

What is a decision-making unit? How does it vary from one purchase situation to the next? 

What factors influence the decision-making unit when a decision conflict arises? 

What types of reference groups exist in organisational markets? 

What are lead users, and how do they influence word-of-mouth communication and the sales of a 
new product? 

How can a seller organisation influence the perceptions of a buyer organisation? 

What are organisational motives, and how do personal motives interact with organisational motives 
in an organisational buying decision? 

How do organisations learn? Why is the rate of ‘forgetting’ a negative experience slower than the 
rate of unlearning a positive experience? 

How can a seller organisation influence problem recognition: 
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What are the best means of influencing an organisation’s information search? How does each of 
these methods influence awareness/interest and evaluation/selection? 

What is a two-tier decision process? 

Why is purchase implementation a critical part of the organisational decision process? 

How do usage and postpurchase evaluation differ between households and organisations? 


iievanies questions 


Describe three organisations with distinctly different organisational styles. Explain why they have 
different organisational styles, and also describe the factors that have helped to shape the style of 
each. 

Describe how Ford might vary in its organisational style from: 

a. General Motors Holden. c. Porsche. 

b. Honda. 

Discuss how an organisation’s decision process would change from a straight rebuy to modified 
rebuy, and from a modified rebuy to a new-task purchase decision. 

Discuss how each pair of organisations differs in terms of organisational activities and objectives. 
Discuss how these differences influence organisational style. 

a. Salvation Army, General Motors. d. Colonial Bank, Mitsubishi. 

b. Telstra, IBM. e. AMP Insurance, BP. 

c. Westpac, Honda. 

How could an organisation’s values interact with an individual’s values such that a purchase decision 
is biased by the individual’s personal values? 

Discuss how the organisational demographics of each pair of organisations might differ from 
each other. How do these demographic distinctions influence organisational style and buyer 
behaviour? 

a. Salvation Army, General Motors. d. Colonial Bank, Mitsubishi. 

b. Telstra, IBM. e. AMP Insurance, BP. 

c. Westpac, Honda. 

Discuss how Apple could use a macrosegmentation strategy to sell microcomputers to businesses. 
What does microsegmentation mean in the context of organisational buying? 

Discuss how a small high-tech firm could influence the reference-group infrastructure and lead users 
to accelerate adoption of its products in the market. 

Discuss the marketing implications of the decision-making structure shown in Exhibit 19.6. Then, 
using the information shown in this exhibit, discuss how you would develop your marketing strategy 
for this purchase situation. 

‘Industrial purchases, unlike consumer purchases, do not have an emotional component.’ 
Comment. 

Describe a situation in which both organisational motives and personal emotions could play a role 
in the outcome of a purchase decision. What marketing efforts would be needed to satisfy both types 
of needs? 

Will your personal values influence the type of organisation you will work for? In what ways? 
Develop a service and communications strategy based on Table 19.7. 
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Project questions 


Interview an appropriate person in both a large and a small organisation and, for each, identity 

purchase situations that could be described as straight rebuy, modified rebuy, and ‘new task. For each 

organisation and purchase situation, determine the following: 

a. Size and functional representation (i.e. the functional area represented, such as accounting, 
marketing, etc.) of the decision-making unit. 

b. The number of choice criteria considered. 

c. The length of the decision process. 

d. The number of vendors or suppliers considered. 

For a given industrial organisation, arrange to review the trade publications to which it subscribes. 

Identify three industrial advertisements in these publications that vary in copy length—one that is very 

short (under 100 words), one with approximately 150 words, and one that is very long (over 250 

words). Arrange to have these advertisements read by three or four people in the organisation. Have 

each reader rank the advertisements in terms of preference (independent of product or manufacturer 

preference). Then ask each to describe what he or she likes or dislikes about each advertisement. 

Discern the role that copy length played in each evaluation. 

Interview one representative each from commercial, governmental, non-profit and co-operative 

organisations. For each, determine organisational demographics, activities and objectives. Then relate 

these differences to differences in organisational styles. 

For a new-task decision in an organisation of interest to you, identify the decision-making unit, and 

the individuals who will influence the decision-making unit. For each, identify their purchase criteria. 

With this information, develop a marketing strategy for this organisational buying situation. 

Visit some of the Websites listed earlier to collect information on their organisational values and style, 

and write a brief report on how these factors may affect the buying behaviour of these organisations. 
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CHAPTER 20 


onsumers and society 


Chapter objectives 


When you have worked through this chapter, you should understand: 


» what is meant by the term consumerism 
» the role of government legislation and regulation 


» how to identify the organisations that have been established to protect the rights of 
consumers 


» the growing importance of and emphasis on ethics in marketing 


» why marketers need to act responsibly in dealing with consumers, and how they 
can do so 


20.1 
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he following example illustrates the role consumer groups such as the Australian 
Consumers Association (ACA) can play in the education and protection of consumers 
in Australia today. 

A major international survey conducted by leading consumer organisations worldwide 
concluded that the advertising industry in Australia delivers more television food 
advertisements per hour than the industry in 12 other developed countries. The survey 
found an Australian child could expect to sit through a staggering 231 food advertisements 
over 20 hours of children’s television—an average of 12 advertisements per hour. 

Australia was closely followed by the USA (11 food advertisements per hour) and the UK 
(10 advertisements per hour). Some other European countries recorded fewer than 7 food 
advertisements per hour. 

The foods and food sources promoted included fast-food restaurants, savoury snacks, 
desserts and confectionery. ‘Most of these foods are high in sugar, fat or salt and when 
eaten in excess are a potential health hazard for our kids,’ says Matt O’Neill, dietitian and 
Food Policy Officer for the ACA. ‘It’s no wonder that 30 per cent of Australian school 
children aged 10-15 years are overweight or obese, 50 per cent have high cholesterol 
levels, and 25 per cent of 12-year-old boys show higher than recommended blood-pressure 
levels.’ 

Consumers International, based in the United Kingdom, co-ordinated the international 
study. The ACA participated in the survey of food advertising during children’s television 
programs, which revealed that children are exposed to a high volume of junk-food 
advertisements. ‘In light of this international comparison, Australian controls on advertising 
during children’s television must now be questioned,’ says Mr O’Neill. ‘Surveys show that 
people are worried about the number of ads targeted at children. If we want to grow healthy 
kids, then there has to be a reduction in the total advertising time and limits according to 
the “treat” food categories.’ 

The ACA wants the Federal Government to review standards on advertising to children 
so that adequate safeguards and regulations are introduced to protect children in terms of 
the type and volume of advertising directed at them. Specifically, the ACA calls on the 
government and advertising industry to: 


» Adopt a specific advertising code to cover children’s advertising under the new adver- 
tising self-regulatory scheme. Consumers must be able to complain about unacceptable 
children’s advertising without having to navigate through a maze of bureaucracies: a 
single complaint point must be made available. 

» Ensure the commercial television industry body (FACTS) puts in place tighter 
advertising time limits on all children’s viewing. 

» Ensure the Australian Broadcasting Authority enforces its children’s television 
standards.! 


This chapter will briefly describe the state of the consumer movement in Australia and 
New Zealand, and the role of government and industry in the development and 
implementation of legislation and industry codes of practice to protect consumers and help 
industry to operate more effectively. 

The chapter will also examine the issue of ethics, especially with regard to marketing and 
consumer behaviour and the key issues facing marketers in dealing with ethical situations 
when marketing goods and services. Finally, the chapter will discuss a number of emerging 
issues, such as the impact of information technology, the protection of consumers, and 
privacy. 
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Consunverisn 


In Western societies, the shift to an industrial orientation in the late 19th century heralded 
the advent of what could be called a consumerism movement. As more and more people 
moved from the rural areas to the cities to work in the manufacturing sector, a variety of 
consumer problems surfaced—from urban poverty and the use of child labour to unsafe 
working conditions and low minimum wages. 

In the USA, concerns about the effects of these social problems led to the formation, in 
the late 1890s, of the first Consumers’ League, followed by the National Consumers’ 
League, formed in 1898.7 

As incomes grew in the 1920s and prices remained reasonably stable, consumers’ desires 
for manufactured products also grew—from the desire for refrigerators to the desire for 
cars. Initially educators and, as time went on, consumers became concerned about the lack 
of information other than biased advertising material available to assist them in making 
effective decisions. From this discontent, consumer-sponsored organisations were 
established; their primary aim was to conduct testing of products in order to provide helpful 
information for consumers.° 


What is consumerism? 


The term consumerism describes the contemporary consumer movement in the USA, 
initiated in the mid-1960s by the concerns of people such as Ralph Nader, and supported by 
President John F. Kennedy in his efforts to establish a Consumer Bill of Rights (see Exhibit 
20M) 2 


xhibit 20.1 President John F. Kennedy’s Consumer Bill of Rights 


1. The right to safety. 

2. The right to be informed. 
3. The right to choose. 

4. The right to be heard. 


Source: Adapted from D. A. Aaker and G. S. Day (eds) (1982), Consumerism: Search for the Consumer Interest, The Free Press, New 
York, pp. 4-8; and P. N. Bloom and R. Belk Smith (eds) (1986), The Future of Consumerism, Lexington Books, Lexington., Mass., 
pp. 155-9. 


Kotler’ suggests that consumerism is most often seen as a social movement that has as 
its objective the increase of consumer power in relation to sellers of products and 
services. It has also been proposed that consumerism can be viewed from three different 
levels: 


1. the relationship between the consumer and the manufacturer 
2. the consumer’s relationship within the broader societal context 
3. a political level® 
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Broadly, consumerism encompasses the evolving activities of government, business, 
independent organisations and concerned consumers to protect and enhance the rights of 
consumers.’ 


The global consumer movement 


The International Organisation of Consumers Unions (IOU) was founded in 1960 to unite 
the strengths of individual consumer organisations around the world. Now known as 
Consumers International (CI), the organisation has become recognised as a voice of the 
international consumer movement on issues ranging from product standards and safety to 
the environment. 

The organisation has more than 200 member groups in over 90 countries. Its main goals 
are to support and strengthen member organisations and the consumer movement in 
general, and to fight for policies at an international level that respect consumer concerns.® 

Exhibit 20.2 lists the organisation’s consumer rights and responsibilities. This reflects an 
expanded version of the Consumer Bill of Rights established by President Kennedy (see 
Exhibit 20.1). 


xhibit 20.2 The rights and responsibilities of consumers 


bi 


Basic needs: The right to basic goods and services that guarantee survival: adequate food, clothing, shelter, 
healthcare, education and sanitation. 


Safety: The right to be protected against hazardous products and processes. 

Information: The right to have the facts needed to make an informed choice. 

Choice: The right to choose between a variety of products and services. 

Representation: The right to be heard in the making and execution of government policy. 


Redress: The right to a fair settlement of just claims. 


ay 


Consumer education: The right to acquire skills and knowledge in order to be an informed and responsible 
consumer. 


» — Healthy environment: The right to live in a healthy and sustainable environment. 
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Source: Consumers International, ‘History and Purpose’, [http://www.consumersinternational.org]. 


The degree of consumer policy development is at different stages in both developed and 
developing economies. For example, countries such as the USA, Sweden, the UK and many 
members of the European Union have made extensive progress in the areas of product safety, 
protection of consumers’ economic interests (especially with respect to regulations affecting 
banking and financial services and insurance), consumer information and education, redress 
and complaint facilities, and draft legislation on electronic commerce.’ In many developing 
countries, however, such protections simply do not exist. 
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Consumer movement—Australia 


The ACA is a not-for-profit, non-party-political organisation established in 1959 to provide 
consumers with information and advice on goods, services, health and personal finances, 
and to help maintain and enhance the quality of life of consumers. The Association 1s 
basically funded through subscriptions to its magazines, Choice and Consuming Interest, 
fee-for-service testing, and other related expert services. The ACA is independent of both 
government and industry, and conducts research and campaigns on behalf of consumers to 
advance their interests. !° 

The Australian Federation of Consumer Organisations is the national peak body of over 80 
consumer organisations in Australia. Its main role is to ensure that the interests of consumers 
are considered in government and business decision making, by presenting the views of its 
members to government and industry, conducting research on issues of importance to 
consumers, and providing an opportunity for information sharing among members.!! 


Consumer movement—New Zealand 


Like the ACA, the Consumers’ Institute (CI) in New Zealand was also established in 1959 
as an independent, non-profit organisation. It does not receive government funding, has no 
links with industry, and does not accept advertising, in order to protect its impartiality. 

The Institute conducts comparative tests and surveys of consumer goods and services, and 
researches and advises on financial, food, health, safety, welfare and environmental matters. 
It has representation on parliamentary committees and at public enquiries, and plays a role 
in educating consumers and advising them on how to make complaints.’ 

In addition the Consumers’ Institute produces two magazines—Consumer and Consumer 
Home and Garden, which provide independent test reports on a wide range of goods and 
services. The Institute has co-operative testing arrangements with the ACA so as to reduce 
costs and testing duplication, since many products that are sold in Australia and New 
Zealand are similar. 


Government regulatory environment 


Australia 


In introducing the Trade Practices Act into the Commonwealth Parliament in 1973, the 
Attorney-General Lionel Murphy made the following statement: 


In consumer transactions, unfair practices are widespread. The existing law is still 
founded on the principle known as ‘caveat emptor’—meaning, ‘let the buyer beware’. 
That principle may have been appropriate for transactions conducted in the village 
markets. It has ceased to be appropriate as a general rule. Now the marketing of goods 
and services is conducted on an organised basis and by trained business executives. The 
untrained consumer is no match for the businessman who attempts to persuade the 
consumer to buy goods or services on terms and conditions suitable to the vendor. The 
consumer needs protection by the law and this Bill will provide such protection.’ 


In Australia, since the introduction of the Trade Practices Act in 1974, there have been 
several changes to the legislation affecting consumer protection. Probably one of the most 
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significant changes occurred when the Competition Policy Reform Act was introduced in 
1995 to establish the Australian Competition and Consumer Commission (ACCC). 


Australian Competition and Consumer Commission 


The Commission was formed in November 1995 by a merger of the Trade Practices 
Commission (TPC) and the Prices Surveillance Authority (PSA). Its creation was an 
important stage in the implementation of the national competition-policy reform program. 
An independent statutory authority, the Commission administers the Trade Practices Act 
1974 and the Prices Surveillance Act 1983 and has additional responsibilities under other 
legislation.'4 

Broadly, the Acts cover anti-competitive and unfair market practices, mergers and 
acquisitions of companies, product safety/liability, and third-party access to facilities of 
national significance. The Commission is the only national agency dealing generally with 
competition matters, and the only agency with responsibility for the enforcement of the 
Trade Practices Act and the associated state/territory application legislation. 


Trade Practices Act 1974 


In Australia, the Trade Practices Act 1974 constitutes the major body of consumer protection 
legislation. The objective of this legislation is to enhance the welfare of Australians through 
the promotion of competition and fair trading, and through provision for consumer 
protection. The seven major sections of the Trade Practices Act 1974 are listed below: 


Part IIIA: Third-party access to nationally significant essential facilities 

Part IV: Anti-competitive practices 

Part IVA: Unconscionable conduct 

Part V: Unfair practices; product safety and information; conditions and warranties 
Part VA: Product liability 

Part X—International liner cargo shipping 

Part XJ—telecommunications.!® 
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A summary of the main provisions of the legislation can be found at the Website listed at 
the end of this chapter. 


Prices Surveillance Act 1983 


The Prices Surveillance Act 1983 enables the ACCC to examine the prices of selected goods 
and services with the objectives of promoting competitive pricing wherever possible and 
restraining price rises in markets where competition is less than effective. The Act relates to 
goods or services that are supplied in Australia for a price, and the term ‘supply’ is defined 
broadly, but explicitly covers situations where goods are sold, leased or exchanged, and 
where services are provided, granted or conferred.!7 

Under the Prices Surveillance Act, the Commission has three pricing functions: 


1. to vet the proposed price rises of any business organisation placed under prices 
surveillance 

2. to hold enquiries into pricing practices and related matters and to report the findings to 
the responsible Commonwealth Minister 

3. to monitor prices, costs and profits of an industry or business and to report the results 
to the Minister. !® 
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Consumer advisory bodies 


The Federal Bureau of Consumer Affairs is responsible for consumer advice at the Federal 
level, and aims to increase awareness of the rights, responsibilities and obligations of 
consumers and suppliers of goods and services. It undertakes consumer education and 
develops product-safety and information programs, and, with other agencies, promotes 
packaging and labelling laws. It administers the consumer-product safety provisions of the 
Trade Practices Act, and is responsible for consumer product safety and information 
standards as well as bans and recalls of unsafe goods under the Act.’” 

The Ministerial Council on Consumer Affairs (MCCA) was established in 1993. It 
consists of all Commonwealth, State, Territory and New Zealand Ministers responsible for 
fair trading, consumer-protection laws, trade measurement and credit laws, and is supported 
by the Standing Committee of Officials of Consumer Affairs (SCOCA). The role of the 
MCCA is to consider consumer affairs and fair-trading matters of strategic national 
significance and, where appropriate, develop a consistent approach within the framework 
of an agreed Strategic National Consumer Affairs Agenda.”? 

The National Consumer Affairs Advisory Council (NCAAC) was established in 1977 to 
advise the Federal Minister on issues of national consumer interest. Since its establishment, 
the NCAAC has conducted research into identifying consumer problems associated with 
superannuation, banking policy and health services. Currently it is working on identifying 
key issues and developing draft principles—dealing with identification, clarity, payment, 
complaints procedures, privacy, dispute resolution etc.—in the area of consumer protection 
in electronic commerce.?! 

In 1997, an Audit of Consumer Protection Laws was conducted which highlighted 
inconsistencies, gaps and overlaps in Australian consumer-protection legislation. The first 
report examined the definition of ‘consumer’, and the unfair practices provisions of the 
Trade Practices Act and the state and territory Fair Trading Acts. The second report was 
aimed at identifying which were the areas of non-uniformity in the nine different sets of 
Australian consumer laws, and whether a more uniform legislative scheme could deliver 
improved protection for consumers as well as reduced compliance costs for business.” 


State and territory legislation 


In each state and territory in Australia, there is a government department responsible for the 
administration and monitoring of consumer-affairs activities. Each department’s 
responsibilities include the following: 


providing consumer advisory services and dealing with complaints 
implementing targeted education programs 

conducting compliance programs and enforcing legislation 
monitoring product safety 

licensing motor-vehicle dealers, credit providers and finance brokers 
developing and implementing policy and law on fair-trading matters 


VV VVVYV 


The Website addresses of the consumer-affairs bureaus are provided at the end of this chapter. 


New Zealand 


The Ministry of Consumer Affairs in New Zealand provides advice to the government on 
matters that affect consumers who are buying goods and services. This involves the following: 
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reviewing the way laws affect consumers 

revising outdated laws 

promoting good business practice 

encouraging businesses to respond responsibly when mistakes are made2? 


VV VY 


The Ministry is responsible for monitoring and administering the Fair Trading Act, and 
for monitoring the Consumer Guarantees Act, the Motor Vehicle Dealers Act and the Hire 
Purchase Act. A brief description of these Acts is provided in Exhibit 20.3. 


E xnivi 20.3. New Zealand’s consumer-protection legislation 


Fair Trading Act 1986 (amended in 1990, 1994 and 1997) 

This Act prohibits the use of misleading or deceptive conduct in trade and prohibits the use of certain techniques 
that are deemed to be unfair practices, such as pyramid selling. It also provides for the disclosure of certain 
information in relation to goods or services or product safety issues by use of Consumer Information Standards 
relating to children’s nightwear, bicycles and children’s toys. A further standard relating to information on the sale 
of secondhand motor vehicles is currently being developed. 


Consumer Guarantees Act 1993 

This Act provides certain guarantees for the quality of goods and services sold in consumer transactions. In the Act, 
consumer transactions are those conducted for goods or services that are ‘ordinarily acquired for personal, domestic 
or household use or consumption’ by someone in trade. It also sets out remedies for cases where the good or service 
fails to meet the guarantee, and where the seller refuses to provide an adequate remedy. The Act cannot be 
removed by contractual agreement except where the goods/service are sold to someone for ‘business use’. 


Motor Vehicle Dealers Act 1975 (amended in 1975, 1985, 1986, 1989 and 1994) 
This Act regulates the licensing and disciplining of motor-vehicle dealers and their staff and promotes and protects 
the interests of consumers in their purchasing of secondhand motor vehicles. 


Hire Purchase Act 1971 

This Act regulates the provision of credit by way of hire-purchase agreements. Such agreements are those in 
which the seller/lender passes the possession but not the ownership of the goods to the buyer/borrower in 
exchange for regular payments, which often include interest payments. The form and content of the agreements 
is regulated by the Act. Once a buyer and seller have agreed to the hire-purchase agreement, the agreement is 
often transferred or assigned to a financier, who becomes the seller for the purposes of the agreement and is 
required to fulfil any obligations in this capacity—for example, Consumer Guarantees Act obligations. 


—————— enn 


Source: New Zealand Ministry of Consumer Affairs [http://www.moc.govt.nz/mcal. 


In addition, the Ministry is responsible for providing a range of other services, including 
the following: 


» A Consumer Information Service, with particular emphasis on reaching low-income, 
Maori and Pacific Island consumers, and providing training to community organisations 
that offer consumer information. 
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» A Trader Education Program to enable traders to understand their rights and 
obligations under the law. 

» A Trading Standards Service to ensure that consumers get the quantity or measure of 
goods that they have paid for, and that traders are aware of, and obey, the laws 
regarding weights and measures under the Weights and Measures Act 1987. 

» A Consumer Safety service, to focus on the investigation of unsafe products arising 
either from consumers’ complaints or from the Department’s own inspection, provide 
ministerial advice regarding the use of the Minister’s powers under the Fair Trading Act, 
which may include recalling or banning unsafe goods, and recommend the setting of 
product and service safety standards. 

» Product Safety Standards, to set safety levels for products. Currently, there are three 
product-safety standards, covering children’s nightwear, bicycles, and toys intended for 
children under three years.* 


Industry self-regulation 


Australia 


In addition to government legislation, several industries are bound by codes of ethics or 
practice, developed to ensure that members of these associations operate at the highest 
possible ethical level. For example, in Australia and New Zealand, the advertising, public 
relations, market research, franchising, direct marketing and sponsorship industries all have 
established codes of practice. 

Industry self-regulation is sometimes favoured as an alternative to government regulation. 
This means that, in a specific industry (e.g. the market research industry), the formulation 
and enforcement of rules and codes of conduct is the responsibility of that specific industry, 
rather than the government. 

At other times, government regulation is partially wound back and supplemented by 
industry self-regulation, a situation known as co-regulation. Self-regulation is often linked 
to the implementation of industry-driven quality-assurance arrangements. While quality 
assurance is generally regarded as a valuable management tool, there is debate about the 
extent to which it can satisfactorily replace government regulation.*> Exhibit 20.4 shows the 
Australian Marketing Institute’s Code of Professional Conduct. 


Advertising Standards Board (previously the Advertising Standards Council) 


In Australia, the advertising industry has been self-regulated since 1974, by an industry- 
operated and funded organisation—the Advertising Standards Council (ASC). This was 
funded by the Media Council of Australia (representing media owners), the Advertising 
Federation of Australia (representing advertising agencies), and the Australian Association 
of National Advertisers (representing major companies that advertise their goods and 
services nationally).2° It was responsible for handling complaints about the content of 
particular advertisements in all media, and for determining whether or not an advertisement 
breached the five Codes that the Council administered. 

In 1997 the Advertising Standards Council was replaced by the Advertising Standards 
Board. Its five codes are: 
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E xmvi 20.4 The Australian Marketing Institute’s Code of Professional Conduct 


1. Members shall conduct their professional activities with respect for the public interest. 


2. Members shall at all times act with integrity in dealings with clients or employees, past and present, with their 
fellow members, and with the general public. 


3. Members shall not intentionally disseminate false or misleading information, whether written, spoken or 
implied, nor conceal any relevant fact. They have a duty to maintain truth, accuracy and good taste in 
advertising, sales promotion and all other aspects of marketing. 


4. Members shall not represent conflicting or competing interests except with the express consent of those 
concerned, given only after full disclosure of the facts to all interested parties. 


5. Members, in performing services for a client or employer, shall not accept fees, commissions or any other 
valuable consideration in connection with those services from anyone other than their client or employer, 
except with the consent (express or implied) of both. 


6. Members shall refrain from knowingly associating with any enterprise which uses improper or illegal methods 
in obtaining business. 


7. Members shall not intentionally injure the professional reputation or practice of another member. 


8. If a member has evidence that another member has been guilty of unethical practices it shall be their duty 
to inform the Institute. 


9. Members have a responsibility to continue the acquisition of professional skills in marketing and to 
encourage the development of these skills in those who are desirous of entry into, or continuing in, the 
profession of marketing management. 


10. Members shall help to improve the body of knowledge of the profession by exchanging information and 
experience with fellow members and by applying their special skill and training for the benefit of others. 


11. Members shall refrain from using their relationship with the Institute in such a manner as to state or imply 
an Official accreditation or approval beyond the scope of membership of the Institute and its aims, rules and 
policies. 


12. The use of the Institute’s distinguishing letters must be confined to Institute activities, or the statement of 
name and business address on a card, letterhead and published articles. 


13. Members shall co-operate with fellow members in upholding and enforcing this Code. 


Source: Centre for Professional Development (1996), Australian Marketing Institute Reference and Compliance Manual, Melbourne, 


May. 

1. the General Advertising Code of Ethics 

2. the Therapeutic Advertising Code 

3. the Alcoholic Beverages Advertising Code 
4. the Cigarette Advertising Code 

S. the Slimming Advertising Code. 


The General Advertising Code of Ethics is shown in Exhibit 20.5. 
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E xnivit 20.5 General advertising code of ethics for Australia 


Preface 


The object of this Code is the regulation of advertising in its broadest sense. However, it applies only to the 
content of advertisements submitted for publication or broadcast by constituent members of the Media Council 
of Australia and members of constituent and associate organisations of the Media Council of Australia. 

This Code has been adopted by the Media Council of Australia to be applied within the advertising self- 
regulation system. 

The provisions of this Code are recommended to those advertisers, advertising agencies and media outside the 
Media Council as a self-regulation system. 

The Advertising Standards Council shall, in relation to matters placed before it, be responsible for (a) the 
interpretation of the Code and (b) the determination of whether breaches of the Code have occurred. 

This Preface forms part of the Code. 


The Code 


1. The conformity of an advertisement with this Code will be assessed in terms of its probable impact, taking 
its content as a whole, upon a reasonable person within the class of those to whom the advertisement is 
directed and also taking into account its probable impact on persons within other classes to whom it is likely 
to be communicated. 

2. Advertisements shall comply with Commonwealth law and the law of a relevant State or Territory. 

3. Advertisements shall not encourage breaches of Commonwealth law or the law of the relevant State or 
Territory. 

4. Advertisements shall not encourage dangerous behaviour and shall not encourage illegal or unsafe road 
usage practices. 

5. Advertisements shall not engage in unlawful discrimination and shall not demean the dignity of men, 

women or children. 

Advertisements shall not contain anything which in the light of generally prevailing community standards 

is likely to cause serious offence to the community or a significant section of the community. 

7. Advertisements shall be truthful and shall not be misleading or deceptive. 

8. Advertisements shall be clearly distinguishable as such. 

9. Advertisements of a controversial nature shall disclose their source. 

10. Advertisements shall not exploit the superstitious nor unduly play on fear. 

11. Advertisements shall not disparage identifiable products, services or competitors in an unfair or misleading 

way. 

12. Advertisements for any product which is meant to be used by or purchased by children shall not contain 
anything, including dangerous practices, which would result in their physical, mental or moral harm. Advertise- 
ments shall not directly urge children to put pressure on their parents to purchase the product advertised. 

13. Scientific, statistical or other research data quoted in advertisements shall be neither misleading nor irrelevant. 

14. Testimonials used in advertisements shall honestly reflect the sentiments of the individuals represented. 
Claims in testimonials are subject to the same rules as other advertising. 

15. All guarantees or warranties referred to in advertisements shall comply with the provisions laid down by 
Commonwealth law and the law of the relevant State or Territory. 


oO 


Source: D. Grace and S. Cohen (1995), Business Ethics, Oxford University Press, Melbourne, pp. 109-10. 
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New Zealand 


In New Zealand, the Advertising Standards Authority Inc. (ASA) was formed in 1973, and 
incorporated in 1990. Its membership, which in accordance with self-regulatory principles 
voluntarily abides by decisions of the Advertising Standards Complaints Board, is made up 
of representatives from practically all of the media, as well as advertising agencies and 
advertisers.~” 

The Authority’s three main objectives are: 


1. To seek to maintain at all times and in all media a proper and generally acceptable 
standard of advertising and to ensure that advertising is not misleading or deceptive, 
either by statement or by implication. 

2. To establish and promote an effective system of voluntary self-regulation with respect to 


advertising standards. 
3. To establish and fund an Advertising Standards Complaints Board (ASCB).?° 


The ASA has developed various codes of advertising practice to cover the entire range of 
advertising activities. Consumer groups, government departments, government agencies, 
industry and other interested parties are also involved in the process of developing and 
amending codes. 

In addition, organisations such as the New Zealand Direct Marketing Association also 
operate under a self-regulatory system. Their codes of practice provide guidance for 
members on issues such as privacy. 


Regulatory environment in Australia and New Zealand- 
conclusions 


Both Australia and New Zealand have well-established regulatory environments to 
safeguard the rights of consumers. Australia’s Trade Practices Act 1974 and New Zealand’s 
Fair Trading Act 1986 provide a framework that clearly identifies the rights and 
responsibilities of both companies and consumers. 

Both governments are vigilant in their efforts to ensure that the legislation keeps pace 
with the changes occurring in the marketplace. Through lobbying by consumer groups such 
as the ACA and New Zealand’s CI, as well as by individual consumers and industry 
associations, the legislation is regularly reviewed and updated. 

In Australia in particular, the myriad of state and federal legislation dealing with 
consumer protection is receiving close scrutiny. The aim is to eliminate the duplication and 
overlaps highlighted by the recent Audit of Consumer Protection Laws in 1997, in order to 
ensure that all interested parties have access to their rights under the law. 

The introduction of the ACCC, and the high public profile of its chairman, Professor Alan 
Fels, have focused attention on the role of government in the area of consumer protection. 


Ethics in business 


Interest in the area of ethics in business has increased dramatically over the last decade—not 
only in developed economies, but also in developing markets. Since the 1980s, several high- 
profile business entrepreneurs in Australia have been held accountable for unlawful 
activities constituting unethical behaviour. 
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The term business ethics is not very easy to define, mainly because everyone has their own 
view of what constitutes ethical behaviour in business. The following definitions give some 
indication of the core elements of ethics or ethical behaviour: 


Inquiry into the nature and grounds of morality where the term ‘morality’ is taken to 
mean moral judgments, standards and rules of conduct. 


Business ethics is the study of how personal moral norms apply to the activities and 
goals of commercial enterprise. It is not a separate moral standard, but the study of 
how the business context poses its own unique problems for the moral person who acts 
as an agent of this system.*” 


Marketing ethics 


Most of the theoretical research in the area of marketing ethics has been focused on 
developing guidelines or rules that will help marketers in their efforts to behave in an ethical 
fashion. The main aim of a general theory of marketing ethics, developed in 1986 by Hunt 
and Vitell and revised in 1993, was to assist individuals in understanding how different 
people can confront the same situation and yet arrive at different conclusions about the 
moral appropriateness of alternative actions.°° 

As marketing managers are involved primarily with customers, their focus is mainly on 
the interplay of key values (honesty, trust, respect and fairness) and the conflicting strain 
arising from company/customer relationships.*! Bringing together ethical issues within a 
marketing context can be fraught with difficulty, as the following suggests: 


An honest and realistic appraisal of the role of ethics in marketing must conclude that, 
while clearly desirable from many standpoints, incorporating ethical considerations 
within marketing decision making is certainly challenging, given the pressures and 
opportunities presented to marketing managers. The human and financial consequences 
on individuals, firms, and society, of unethical marketing or of simply ignoring ethics, 
constitute important but not, ultimately, sufficient arguments for ethical marketing.°* 


A study of ethical issues in marketing conducted in the USA found that the most common 
ethical conflict identified involved attempting to balance the corporate interest against the 
interests of customers.°° 


Societal marketing concept 


The societal marketing concept has evolved from the marketing concept, and takes into 
account a broader perspective of the role of business. It suggests that, while profit is a major 
objective for organisations providing goods and services to satisfy the needs of its market, 
organisations must also consider the wider consequences for society. In terms of this 
concept, marketing must act to serve both business and the goals of society, since the 
organisation’s responsibilities do not end with the transaction, but extend beyond the 
boundaries of the company.** 

A good example of an organisation that has espoused this view in recent years is The 
Body Shop. This organisation has shown that a business can be financially successful while 
being committed to the enhancement of society as a whole. 

However, in the mid-1990s, The Body Shop found itself faced with questions about its 
own ethical responsibilities. Exhibit 20.6 briefly describes the background to this situation. 
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E xnnvi 20.6 The Body Shop Controversy 


In September 1991, Franklin Research’s Insight profiled The Body Shop, awarding the company its highest social 
ratings. However, since that time, Franklin Research has received information that has challenged its initial 
assessment of the company. A German newsletter noted that The Body Shop uses non-plant derived ingredients 
In its products. A British animal-rights organisation criticised the company’s animal testing policy. In 1994, 
investigative reporter Jon Entine wrote an article titled ‘Green Washing: Exploiting Idealism’, which presented 
contradictions between The Body Shop’s image and its actual record on social issues. An extract of his article 
follows: 


Consumers used to feel pretty confident when companies-that-share-our-values such as The Body Shop or 
Ben & Jerry's promoted their latest plan to save the rainforest and empower its workforce. But the 
phenomenal growth of many New Age businesses has sparked a green boomlet. Now everyone from Mobil 
to Monsanto to Waste Management is making noise about protecting the environment. 

This dramatic increase in ‘cause-related marketing’ raises concerns about whether green practices are 
being replaced by green washing. But green marketing cannot be explained away as soul-less multinational 
capitalists using progressive buzz words and ruining things for the good guys. The circle-the-wagons 
mentality in the wake of The Body Shop fiasco suggests a more troubling explanation: green washing is a 
by-product of the arrogance of the progressive business community itself. 

Few people, least of all the leaders of the social responsibility movement, asked the tough questions 
when Anita Roddick claimed her Body Shop was the ‘most honest cosmetic company in the world’. The 
media, desperate for a feminist superstar, helped her craft an inspiring rags-to-riches-to-Robin-Hood success 
story. Hungry for recognition, progressives seemed all too willing to encourage Roddick’s self-promoting, 
hyperbolic attacks. 

Roddick was the $A200 million woman with a $A1.3 million annual income, a castle in Scotland, a flat 
in London, a fleet of cars and a penchant for flying the Concorde—by the early 1990s, Roddick had become 
the New Age Teflon icon. 

Unfortunately, enthusiasm and charisma are no substitute for integrity. A truth bubble would have 
stopped the deception cold. Roddick fabricated stories about how she started The Body Shop and sourced 
ingredients from bare-chested natives. According to its own financial records, the company gave not a dime 
to charity over its first nine years of existence: its historical record is less than half the average of charitable 
contributions by American corporations. Its over-hyped ‘Trade Not Aid’ program amounts to 0.016 per cent 
of ingredient costs, a dismal figure by most company standards and far less than its innocent and naive 
customers have come to believe. This shameless victory of rhetoric over reality infects every part of the 
company’s vaunted ideals. 


A response from The Body Shop to the comments and criticisms in the article was sent to the publication 
Business Ethics, rebutting the claims made by the reporter. (A copy of the company’s full rebuttal document is 
available from The Body Shop International, Watersmead, Littlehampton, West Sussex. BN17 6LS, UK or on email 
at Wwww@bodyshop.co.uk). 

The New Consumer Briefing, the publication of the Consumers Association in the UK, has provided updates on 
the Body Shop situation, explaining the company’s responses to criticisms and announcing changes—a social 
audit and management changes and so forth to be made by the company. 


continues... 
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From the New Consumer Briefing, February 1995: 


We are very encouraged at the steps The Body Shop is taking to evaluate and underpin those ethical 
credentials which it has proclaimed over the last few years. In particular the very high profile now given to 
these issues within The Body Shop have raised staff expectations and make it easier for those wanting to 
hold to a strong social and ethical policy to do so. 


Source: Adapted from New Consumer Briefing (1993-95), various articles: ‘What's Fair about Fair Trade’, October 1993, ‘The 
Body Shop Follow-up’, February 1994, ‘Body Shop Update’, June 1994, ‘Massive Media Attention’, September 1994, ‘Radical 
Change or Bolt-on Ethics at the Body Shop’, December 1994, ‘The Body Shop: More Signs of Change’, February 1995, London; 
J. Bavaria, E. Becker and S. Billennes (1994), Insight, Franklin Research, London, 15 September; and Jon Entine (1995), ‘Green 
Washing: “Exploiting Idealism”, Business Ethics, January/February. 


A framework for marketing ethics 


One approach to managing the issue of ethics and marketing decision making is presented 
in Figure 20.1 below. This marketing-ethics framework identifies several different positions 
on the continuum, based on different values with which to assess marketing decisions.%° 
Organisations may find this approach useful as a benchmark against which to evaluate their 
business conduct. 


Sy, igure 20.1 Marketing ethics framework 


¢ Producer * Producer 
interests interests less 
favoured favoured 

* Consumer * Consumer 
interests less interests 
favoured favoured 

‘Caveat emptor’ Industry practice: Ethics codes: Consumer ‘Caveat venditor’ 

school: ¢ In general * Of individual sovereignty school: 

¢ Profit * The best firms school: ¢ Consumer 
maximisation, companies ¢ Of industries ¢ Capability satisfaction 
subject to - Of professional ¢ Information 
legal constraints bodies e.g. AMA « Choice 


Source: N. Craig Smith and J. A. Quelch (1993), Ethics in Marketing, Richard D. Irwin Inc., Illinois, pp. 3-34. 


The positions on the continuum in Figure 20.1 range from caveat emptor—buyer 
beware—to caveat venditor—seller beware. In between these two extremes, several 
positions indicate differing approaches to ethical decision making in the area of marketing. 

The caveat emptor position reflects the free-market philosophy, encapsulated by Milton 
Friedman’s view that ‘The only responsibility of business is to use resources and engage in 
activities that increase profits’.°° The basis of this position is that the evaluation of market 
practice should be based on the ability to maximise profit within the law. 
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At the next point on the continuum, the industry-practice position suggests that 
evaluation should be based on the business practices or norms of the industry in which the 
company operates. This could also refer to practices of specific individuals or companies in 
different markets, for example, Asian business practices as opposed to those favoured in 
Europe or Australia. 

Codes of ethics form the midpoint on the continuum. These codes of ethics or 
practice are the standards by which industries, companies and individual managers 
assess their performance. For example, the Australian Marketing Institute and the 
Market Research Society of Australia have developed codes of professional behaviour. 
Codes of practice were discussed earlier in this chapter, in the section titled ‘Industry 
self-regulation’. 

With the consumer-sovereignty approach listed on the continuum in Figure 20.1, ethical 
marketing behaviour is determined by three criteria of the consumer-sovereignty test: 
capability of the consumer, provision of information, and choice. 

Finally, the caveat venditor approach proposes that consumer satisfaction is the criterion 
against which marketing practices should be assessed. 


Ml arketing-mix decisions 


Marketers today are faced with a myriad of decisions when developing and implementing 
marketing strategies. They need to recognise that the decisions they may make can have a 
range of consequences for individual consumers and/or the wider society. 

One way to examine some of these issues is to review them in terms of the marketing mix. 
The following section briefly discusses some of the ethical issues identified by researchers in 
marketing. For a more comprehensive discussion of some of these topics, refer to the notes 
at the end of this chapter (see note 13, Clark and Livermore; note 31, Craig Smith and 
Quelch; note 33, Chonko and Hunt; note 33, Davis; note 34, Lazar; and note 56, Hyman, 
Tansey and Clark). 


Product issues 


There are several areas where marketers need to monitor their marketing behaviour closely 
in terms of the products they manufacture and sell. 


Product design and safety 


One of the issues most frequently cited when product decisions are discussed is product 
design and safety. Under section 65C of the Trade Practices Act, product safety standards 
have been established for particular goods, where such standards are reasonably necessary 
in order to prevent the risk of injury. Standards have been prescribed for a range of products, 
including candles, protective helmets, buoyancy aids, children’s nightclothes, sunglasses and 
children’s toys.’ 

These standards may cover such things as the performance, composition, contents, 
methods of manufacturing or processing, design, construction, finish or packaging of goods, 
the testing of goods, and the form and content of markings, warnings or instructions 
accompanying the goods.°* Exhibit 20.7 shows some examples of the ACCC’s recent rulings 
under this section of the Act. 
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E xnivis 20.7 Consumer products failing safety standards 


Twenty-six styles of sunglasses have been recalled from sale after failing a standards test conducted on behalf of 
the ACCC. Of the 30 styles selected by the ACCC, 26 styles failed to meet the standard. The problems with the 
sunglasses varied, and included: lenses that were too narrow, allowing ultra-violet light penetration from the side; 
lenses that allowed too much ultra-violet light through; lenses too dark for use when driving; lenses that were not 
uniform; incorrect labelling, or no labelling at all, and absence of required warning labels on refractive problems 
that could cause discomfort to wearers by blurring their vision. 

The ACCC has had potentially highly flammable children’s nightwear removed from sale through a large 
national supermarket and variety-store chain. The nighties of the ‘Sleepygirl-brand flannelette with reference 
number 51484 carried a label ‘styled to reduce fire danger’, but the style was not close fitting, and loose-fitting 
clothing may be more susceptible to catching fire. 
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Source: Australian Competition and Consumer Commission Journal (1997), no. 2, pp. 24-5. 


Product safety issues also relate to the misuse and side effects of products, and to the 
consumption of dangerous products. 


Packaging and labelling 


In 1992, the Trade Practices Act was amended to strengthen the sections dealing with 
negligence and product liability. It was recognised that the safety of a product depends partly 
on the information on the product’s label, or on the information supplied with the product.°” 

Research conducted in Australia and New Zealand has consistently found that consumers 
are concerned about the environment. Even though this concern covers a wide spectrum of 
issues, packaging waste and environmental claims about goods are two areas where 
consumers have identified most concern.*° 

Previously, many marketers used environment issues as a major selling point for their 
products. However, as consumers are being bombarded more and more frequently with 
messages about the environmental benefits of many products, they are, in many cases, 
becoming more sceptical about the claims made by marketers. Consumers are now asking 
what ‘safe’ and ‘friendly’ really mean. They are questioning whether the products they are 
buying do indeed have the environmental benefits claimed in the advertising and 
promotional material. 

Environmental Marketing Guidelines have been developed to assist marketers in 
developing their marketing campaigns.*! These guidelines emphasise the fact that marketers 
should spell out the environmental benefits they are claiming for the product. For example, 
an environmental claim should use language the average member of the public can 
understand; it should explain, but not overstate, the significance of the benefit; and the 
originating company should be able to substantiate the claim and refer to a specific part of 
the product or its production process.” 

Standards Australia has proposed general guidelines on environmental claims relating to 
goods and services, as well as definitions and rules for the use of specific terms in 
environmental claims. These draft Environmental Labelling Guidelines are being used as a 
basis for the development of standards in Australia and New Zealand.*” 
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Nutritional labelling 


Another area of concern for individual consumers as well as consumer groups is the 
information provided on labels about the nutritional value of the product and/or its 
contents. The National Food Authority has produced a Code of Practice which specifies the 
conditions for making nutrient claims in advertising and on labels, food packages, and labels 
on unpacked foods. According to this Code: 


A nutrient claim is only accurate where a certain method of preparation is followed, 
and the label must contain information which, if followed, would result in the 
prepared food meeting the claim. 

Nutrient claims that use descriptions such as ‘reduced’, ‘increased’ or ‘lower’ to 
compare the food product with other foods must be accompanied by a statement 
comparing the food to a reference food. The reference food must be similar to the 
company’s food product, and clearly identified.** 


The Australia New Zealand Food Authority (ANZFA), established in 1996 to replace the 
National Food Authority, develops and maintains food standards for Australia and New 
Zealand. ANZFA co-ordinates the surveillance of food in Australia in consultation with the state 
and territory governments, and co-ordinates national recalls of foods that are found to pose a 


risk to public health. ANZFA publishes the Food Composition Tables, which list nutrients in the 


Australian food supply, and a number of other publications on food health and safety.* 

In 1995, the Australian and New Zealand governments agreed to establish a system for 
the development of joint food standards. ANZFA has been developing a joint Australia/New 
Zealand Food Standards Code to provide compositional and labelling standards for food in 
both Australia and New Zealand.*° 


Product recalls and bans 


As mentioned in Chapter 7, there have recently been several cases in Australia where 
products have been recalled on a national basis. These recalls have been initiated either by 
the Federal and/or state Ministers for Consumer Affairs responsible for ordering the recall 
and/or banning of a product in the marketplace, or by the manufacturer or supplier. 

Compulsory recalls occur when a firm is forced to recall its product by the Minister for 
Consumer Affairs, in cases where the product may cause injury, does not comply with 
product standards, or is subject to an unsafe goods order or banning order.*” 

Voluntary recalls are often the result of customer complaints, or are undertaken by the 
manufacturer if further testing indicates faults, or if the manufacturer is aware of actual or 
near injuries. The public is generally advised of these recalls through notices in the media or 
in retail outlets that stock the product, and/or through the ACCC or the ACA in Australia 
and the Ministry of Consumer Affairs or the CI in New Zealand. 

In 1996, Kraft Foods ordered the recall of all of its peanut-butter products after several 
cases of gastroenteritis had been reported. In 1997, a class action suit on behalf of people 
who became sick after eating the product resulted in a court ruling requiring Kraft Foods to 
pay varying amounts of compensation to the claimants. 

For companies faced with a predicament such as this, the compensation and legal costs 
are only part of the situation. They also have to contend with a loss of sales, and of 
consumer confidence in the brand.*® 

Biscuit manufacturer Arnott’s also recalled its biscuit ranges from all stores in New South 
Wales and Queensland after an extortion attempt in early 1997. The company used 
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advertising agency George Patterson Bates to prepare a range of advertisements that would 
not only reassure consumers, but also explain the crisis as it evolved—and protect the brand 
name.*? 

In early 1997, the Federal Bureau of Consumer Affairs initiated discussions on the 
regulation of voluntary product recalls. Currently, under the rules, a business can be 
required to notify a number of different government regulators if it recalls a product for 
safety reasons. One of the aims of the audit is to look at ways to reduce the number of rules 
and administrative costs involved so as to increase the speed of recalls.°° 


Pricing issues 


Marketers face several issues with respect to ethics and pricing decisions, including resale- 
price maintenance, price discrimination, and two-price advertising. Resale-price 
maintenance is the stipulation of either the wholesale or retail price for the onward sale of 
goods.°! In Australia, the issue of resale-price maintenance has been the reason for a large 
number of the cases brought under the restrictive trade-practices sections of the Trade 
Practices Act. 

Examples of the various behaviours that constitute resale-price maintenance include 
statements such as: ‘I won’t supply the goods unless you agree not to sell below price x’; ‘If 
you know what’s good for you, you will not sell below price x’, or, ‘We agree not sell below 
price x’.* Recent instances where the ACCC has successfully brought a case against 
Australian companies occurred in the petroleum industry, when both Ampol and Mobil 
were found to have been engaged in resale-price maintenance. 


Price discrimination 
According to the Trade Practices Act 1974: 


a corporation shall not, in trade or commerce, discriminate between purchasers of 
goods of like grade and quality in relation to (1) the prices charged for the goods; (2) 
any discounts, allowances, rebates or credits given or allowed in relation to the supply 
of the goods; (3) the provision of services in respect of the goods; or (4) the making of 
payments for services provided in respect of the goods.°? 


The Act permits price differences if these reasonably represent the difference in costs 
connected with the manufacture, distribution, sale or delivery of the goods. 


Two-price advertising 


The use of two-price advertising by retailers is becoming more common these days. 


According to the ACCC: 


two-price advertising can be a powerful competitive tool for retailers and a valuable 
source of market information for consumers. It is not illegal in itself. If a price 
comparison is accurate, not misleading, and can be substantiated, there is no problem. 
However, where the price comparison is not accurate, or is misleading, consumers are 
unable to make informed choices about the products they buy.>* 


A recent case involved the fashion company Cue, which was fined $A75 000 for attaching 
misleading price tags to its garments. Two companies in the Cue group were found to have 
made false and misleading representations about the prices of their garments. Cue had 
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released nationally a new range of clothing with swing tags attached to each item showing 
two prices; the higher price was crossed out, and prices of between $A13 and $A56 less were 
written underneath. It was alleged that customers were led to believe that the clothes had 
previously been sold at the higher prices and had now been discounted. In fact, the garments 
had never been sold before.>> 


Promotion issues 


Ethical issues facing marketers appear to be prevalent in the area of promotion. This is 
partly due to the high profile of the advertising industry, as well as to high levels of 
awareness among consumers. Each year complaints to regulatory bodies such as the 
Advertising Standards Board in Australia or the Advertising Standards Authority in New 
Zealand reflect the growing concern and outspokenness of consumers in relation to both 
the content and the context of advertising. In addition, cases where companies have been 
charged with misleading advertising under the Trade Practices Act are also highlighted 
in the media, making consumers more aware of these instances. Exhibit 20.8 describes 
some recent examples of misleading advertising and promotional messages in Australian 
media. 


Exnivi 20.8 Examples of misleading advertising and promotions in Australian media 


The ACCC instituted proceedings against Mobileworld Communications (Aust.) Pty Ltd, alleging misleading and 
deceptive conduct and bait advertising. The action followed a newspaper advertisement in July 1997 featuring 
the NEC Sportz Digital, the Ericsson 218, the Nokia 2100 and the Motorola 1-888. The advertisement offered the 
phones for $A49, with a connection fee of $465 and 12 months’ access at $A20 per month. 

The ACCC alleged that Mobileworld was aware that it did not have any of the telephones in stock on the 
day of publication of the advertisement, nor did it offer for sale the telephones specified from its Preston, 
Essendon, Dandenong, Epping and Campbellfield stores; it had limited stock and a limited range of telephones 
at its Mitcham, St Kilda, South Melbourne, Brunswick and Fountain Gate stores; it at no time had any 
arrangements in place whereby further quantities of the telephones would be available at any of its stores by 
the date of the advertisement; at no time, either on the date of the advertisement or subsequently, did it ever 
acquire further quantities of the telephone; and it failed to offer to supply any of the telephones at the price 
specified to customers who were unsuccessful in obtaining one of the advertised telephones, or to offer a 
raincheck. | 

In September 1997, a Federal court ruling prevented Z-Tek Computer Pty Ltd. from advertising the ex-tax price 
of computer products without also advising consumers of the tax-inclusive price. The ACCC alleged that, by 
advertising the ex-tax price of these products without providing a full cash price that included the sales tax, Z-Tek 
was in breach of the Trade Practices Act 1974. The ACCC believed the advertising in question may have misled 
consumers by as much as $A1245, simply because Z-Tek had failed to advise consumers of the tax-inclusive price. 
While in some cases the advertising included disclaimers that advised that sales tax was excluded, it was alleged 
that these disclaimers were too small, were lacking in prominence, and still failed to advise consumers of the total 
price. 

The Court ordered the company to place corrective advertising in the national computer magazine in question, 
in the computer lift-out section of The Australian, and on its Internet homepage. 
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Other areas of ethical concern relating to the promotion of products and services include 
the following: 


» the portrayal of women in advertising 

» the use of overt sex to promote products and services without any relevance or obvious 
link to the product or service 

» the advertising and marketing of a wide range of products to children*® 


In addition, there has been considerable discussion among consumer groups and the 
advertising industry about the lack of multicultural images in Australian advertising, the 
portrayal of the elderly market, and the advertising of dangerous or harmful products. There 
are many examples, for each of these issues, of cases where marketers have presented an 
inappropriate image of a target group. For example, several years ago a print advertisement 
for Toyota Camry featured the naked torso of a pregnant woman with the caption: “There’s 
Nowhere More Comfortable Than Inside a Wide Body’. Complaints were received by the 
Advertising Standards Council from a wide cross-section of the public.°” 


Distribution issues 


Many distribution-related ethical issues arise from the control of channels of distribution. A 
growing area of distribution involves franchising; as a method of distribution, it has 
experienced enormous growth in the last decade in both Australia and New Zealand. It is 
estimated that franchises account for almost 20 per cent of retail trade in Australia.°® Yet, 
despite this rapid growth, there is no specific legislation governing franchising in Australia, 
even though aspects of the industry are covered by various sections of the Trade Practices 
Act, contract law, and corporate or taxation law. 

The development of a Franchising Code of Practice in 1993 has gone some way to 
developing guidelines to ensure better business practices in this area. However, a 1994 
review of the Code of Practice highlighted several deficiencies, and showed that provisions 
for standards of conduct were not effective in dealing with serious franchise disputes.°? 
Recommendations from this review have now been put into action. 


Market research 


Ethical issues of market research continue to attract a significant amount of attention. The 
objective of market research is to assist organisations with identifying and understanding the 
differing needs of their customers or potential customers, and determine how best to meet 
these needs, and how the organisation can most effectively communicate the nature of the 
goods or services it is offering. Market research, therefore, depends upon public 
confidence—that is, on the belief that it is being carried out honestly and objectively, 
without unwelcome intrusion or disadvantage to respondents, and that it is based upon their 
willing co-operation. This confidence must be supported by an appropriate professional 
Code of Practice that governs the way in which market research projects are conducted. 
The Market Research Society of Australia (MRSA) has a Code of Professional Behaviour— 
see the Websites section later in this chapter for its location. 

There have been instances in both Australia and New Zealand where companies have 
interviewed consumers under the guise of conducting marketing research, whereas the real 
purpose has been to try to sell them a product or service. This constitutes unethical 
behaviour, and market research firms are rightly concerned that respondents will either be 
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unwilling to co-operate in any further research, or will at the least lose confidence in all 
market research activities. 

In Australia and New Zealand the industry is self-regulated, operating under the code of 
professional practice developed through the European Society for Opinion and Marketing 
Research. Exhibit 20.9 provides a brief background to the development of the Market 
Research Society’s Code of Practice. 


Exnivi 20.9 The development of the Market Research Society of Australia’s 
Code of Practice 


The first Code of Marketing and Social Research Practice was published by the European Society for Opinion and 
Market Research (ESOMAR) in 1948. This was followed by a number of Codes, prepared by national market 
research societies and by other bodies such as the International Chamber of Commerce (ICC), which represents 
the international marketing community. 

In 1976, ESOMAR and the ICC decided that it would be preferable to have a single International Code instead 
of the differing ones, and a joint ICC/ESOMAR Code was therefore published in the following year (with revisions 
in 1986). 

Subsequent changes in the marketing and social environment, new developments in market research methods 
and a great increase in international activities of all kinds, including legislation, led ESOMAR to prepare a new 
version of the International Code in 1994. This new version sets out as concisely as possible the basic ethical and 
business principles that govern the practice of market and social research. It specifies the rules that are to be 
followed in dealing with the general public and with the business community, including clients and other 
members of the profession. 

After a review of the Code, the MRSA adopted the ICC/ESOMAR Code in 1995 as the MRSA Code of 
Professional Behaviour. 
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Source: Market Research Society of Australia [http://www.mrsa.com.aul. 


With the advent of the Internet, the market research industry is looking at ways to 
respond to the challenges and opportunities that this medium will offer the research 
industry. In 1997, ESOMAR set up an Information and Communication Technology 
Working Party with representatives from different parts of the world in order to consider 
the implications of the Internet technology for the practice of market research; the aim was 
to avoid jeopardising the ability to carry out genuine research by irresponsible misuse of the 
medium.°! 

The key ethical issue identified was the protection of the rights of respondents. The 
existing Code of Practice emphasises that the co-operation of respondents in a survey must 
be entirely voluntary. The fact that it is possible, in principle, to obtain information about 
identified respondents on the Internet without their knowledge could conflict with basic 
requirements of ‘transparency’ and ‘informed agreement’. In addition, an area of concern 
related to the solicitation of information from children without their parents’ knowledge or 
agreement, given the ease of children’s access to the Internet in many cases.°? 

The issue of the potential impact of the Internet on consumers, and the anticipated 
response by marketers, is discussed in the next section of this chapter. 
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Emerging issues 


This final section deals with some of the issues that are currently facing consumers, or that 
will face consumers in the future. The impact of the current revolution in information 
technology is only now beginning to be visible as consumers, government and business 
attempt to keep pace with the growth in the global information economy, and the many 
changes in the way goods and services are bought and sold. This has implications for privacy 
and access to information about consumers, as marketers are using more sophisticated 
methods of collecting and storing data. As discussed earlier, this is particularly relevant in 
the case of market research and direct-marketing activities. 


The Internet 


With widespread growth in the use of technology in many aspects of life, there is a need to 
understand how technology may change consumers’ behaviour. While statistics on the 
adoption of this new technology show varied results, the use of online services, for example, 
is predicted to grow rapidly. 

The global computer network of the Internet is beginning to make radical changes in the 
way consumers conduct their economic, social, leisure-time and professional lives. Internet- 
based businesses are being launched for many consumer activities, from buying homes and 
cars to planning holidays or finding jobs. 

In July 1997, there were over 1.2 million users of the Internet in Australia. While only 
approximately 8 per cent of these users purchased goods and services via the Internet, it is 
predicted that, by 2001, 33 per cent of Internet use will be for the purchase of goods and 
services. By the year 2001, over 4.6 million Australians are expected to be logging on to the 
Internet.°° 

Researchers investigating the impact of the Internet on the lives of consumers have 
suggested that change will occur. How much change, and whether such change will benefit 
the consumer or the marketer, are yet to be proven. One of the problems with answering 
these questions is the speed at which change is taking place in the market, and the ability of 
consumers to keep pace with unprecedented developments. 

Marketers need to consider how they can gain access to customer segments, as well as 
how this could affect the design, production, distribution and pricing of goods and services. 
Other relevant concerns are the ways in which marketers need to change their approaches 
to advertising and marketing, and the question of whether consumer behaviour will or will 
not change in response to these new developments.®* 

The impact of information technology on consumers and on their decision-making 
processes need to be understood clearly by both business and government. If the Internet can 
offer the opportunity to assist consumers in the decision-making process—by providing 
more complete information on goods and services—the result will be more informed 
consumers, with greater control over the information-search stage of the decision-making 
process. The lower cost for consumers of obtaining information and, in many situations, the 
higher quality of the information collected, should allow them to make more informed 
decisions, whether it be through price-comparison shopping, the identification of key 
purchase criteria or the acceleration of the decision-making process.®°° 

Current consumer-protection provisions have been designed for the conventional 
marketplace. While some new issues are arising for suppliers and consumers as a result of 
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their use of the online medium, existing regulations for traders and the conduct of 
transactions still apply. Australian consumers purchasing goods and services from Australian- 
based suppliers are still protected by the Trade Practices Act. However, when consumers 
import goods, they need to recognise the risk and the potential difficulties of a dispute with 
a supplier outside Australia’s borders.°° In addition, with services such as electronic banking 
and smart cards, electronic commerce will require government control via either legislation 
or self-regulation, managed by various industry bodies and associations.°” 

Related to the impact of information technology is the issue of privacy. With the 
increased collection, storage and usage of information on consumers through computerised 
databases, concern is being raised by consumer groups, individual consumers and 
government about where to draw the line on using this information. Marketers will need to 
grapple with the issue of privacy, particularly when developing customised direct-marketing 
activities to sell their products and services. 


Privacy 


In Australia, the Privacy Act 1988 sets out strict privacy safeguards which Federal 
Government departments and agencies must observe in handling personal information. The 
Act covers major agencies such as the Australian Taxation Office, the Department of Social 
Security and the Australian Federal Police. These agencies must comply with eleven 
Information Privacy Principles set out in the Act. 

The Principles govern the manner in which personal information may be collected, stored, 
used and disclosed. They also require that people have access to any information that 
agencies hold about them, and that they be able to correct this information if necessary. The 
Act also contains privacy safeguards on tax file numbers and consumer credit information.®° 

In New Zealand, the Privacy Act is currently under review, in order to take account of 
changes occurring in the way information is handled. The Privacy Principles currently cover 
the following: 


>» the way information about individuals may be collected 

» the right of a person to know about the collection of the information before it is 
collected 

how the information should be stored 

how long it should be kept 

rights of access by a person to the information being held about him or her 

the right to correct the information being held, and have the correction held on file 
limits on the use of the personal information collected 

limits on the way personal information collected may be disclosed 

limits on the use of unique identifiers (the numbers that may be assigned to individual 
people by agencies)®? 


VVVVVVYV 


Most consumer associations around the world have already focused on the need to ensure 
consumers’ privacy is protected, especially with the advent of more sophisticated technology 
that allows access to large amounts of data on consumers. 

Marketers need to be cognisant of the predicted changes that will occur as consumers 
adopt more technology in their everyday lives. Considerations of ways in which technology 
can assist marketers to deliver faster, cheaper and more effective products and services to 
consumers, while ensuring consumer satisfaction and ethical behaviour, need to be addressed 
as marketing moves into the twenty-first century. 
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Sawmass 


Since the late 19th century, there has been a dramatic increase in the development of consumer 
protection. This has been the result of a combined effort from consumer lobby groups, government 
and industry associations to create a better informed and more responsible marketplace. 

The growth of the consumer movement throughout the 20th century has had an enormous impact 
on government, business and consumers. Today, consumers are better educated, more aware and more 
demanding, and this has resulted in a shift in the relationship between consumers and the market. 

With strong lobby groups such as the Australian Consumers Association and the New Zealand 
Consumers Institute, and well-developed regulatory environments to protect their rights, consumers 
can feel more assured of having access to information, and/or redress if required. 

With the enactment of legislation in Australia and New Zealand via the Trade Practices Act 1974 
and the Fair Trading Act 1986 respectively, consumers are now assured of their rights under the law. 
Recent changes in Australia, with the introduction of the Australian Competition and Consumer 
Commission, have highlighted the commitment to consumer protection by government. 

In addition, ethics has taken a prominent role in business decision making in recent years. More 
pressure is being applied to ensure that companies and individuals involved in business and marketing 
activities consider the ethical consequences when developing and implementing marketing strategies. 
The marketing-ethics framework is a method companies can use to evaluate their ethical marketing 
practices and assist them in their decision making. Ethical issues are faced by marketers in their 
product, pricing, promotion and distribution activities, as well as in the area of market research. 

Finally, for consumers in the 20th century, several issues have emerged. These are the impact of 
information technology and the growing concern with privacy questions, which have highlighted the need 
for both government and business to respond through increased awareness and education programs, and 
through developing appropriate and effective regulations to ensure the protection of consumers’ rights. 


Key terms 


consumerism Advertising Standards Complaints Board (ASCB) 
Australian Consumers Association (ACA) National Food Authority 
Consumers International (Cl) Australia New Zealand Food Authority (ANZFA) 
Australian Federation of Consumer Organisations Advertising Standards Council 
Australian Competition and Consumer Commission Market Research Society of Australia 
(ACCC) societal marketing concept 
Trade Practices Commission (TPC) ‘caveat emptor’ 
Prices Surveillance Authority (PSA) ‘caveat venditor’ 
Federal Bureau of Consumer Affairs compulsory recalls 
Ministerial Council on Consumer Affairs (MCCA) voluntary recalls 
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Advertising Standards Authority Inc. (ASA) privacy 


Advertising Standards Council (ASC) 
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W ebsites 


Many of the government departments and organisations mentioned in this chapter provide additional 
references and resource material on several of the topics discussed. You may want to visit some of their 
Websites for more information: 


Australia and New Zealand Food Authority http://www.health.gov.au/anzfa/index.htm 
Australian Capital Territory Consumer Affairs Bureau http://www.consumer.act.gov.au 
Australian Competition and Consumer Commission http://Www.accc.gov.au 
Australian Consumers Association http://www.sofcom.com.au/ACA/index.html 
Consumers International http://www.consumersinternational.org 
Federal Bureau of Consumer Affairs http://www.dist.gov.au/html/consumer.html 
Market Research Society of Australia’s 
Code of Professional Behaviour http://www.mrsa.com.au/codel.htm 
New Zealand Advertising Standards Authority http://www .liinz.org.nz/liinz/other/bsa/codes 
New Zealand Consumers Institute http://www.consumer.org.nz 
New Zealand Ministry of Consumer Affairs http://www.moc.govt.nz/mca/ 
Northern Territory Office of Consumer Affairs 
and Fair Trading http://www.nt.gov.au/Caft 
Queensland Office of Consumer Affairs http://www.consumer.qld.gov.au 
South Australian Office of Consumer 
and Business Affairs http://Www.sa.gov.au/agencies/cba/cba.htm 
Trade Practices Act 1974 Summary http://www.accc.gov.au/docs/summary/sumnov98.htm#138 
Victorian Office of Fair Trading and Business Affairs http://www.vicnet.net.au/vicnet/fairtrade/consumer1.htm 
West Australian Ministry of Fair Trading http://www.wa.gov.au/mft/ 


Review questions 


1. What is meant by the term consumerism? Explain the difference between caveat emptor and caveat 
venditor. 

What is meant by marketing ethics? 

Is the societal marketing concept attainable and/or desirable for most organisations? 

Briefly explain the five positions on the marketing ethics continuum. 

What is the difference between compulsory and voluntary recalls? 
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Discussion questions 


What are the dangers of using only industry self-regulation? 

Why are there so many different views of business ethics? 

Is it fair to say that ethics and marketing make difficult partners? 

What are the issues and potential problems relating to the introduction of consumer protection 
guidelines for the Internet? 

5. Why has privacy become such an important issue? 
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Project questions 


If you had to prepare your own consumer bill of rights, what rights would you include, taking into 
consideration some of the issues discussed in the chapter? 

Visit the Australian Consumers Association and the New Zealand Consumers Institute Websites. 
Prepare some suggestions on additional topics they could include in their Websites to assist consumers. 
Using the marketing-ethics framework in Figure 20.1, identify organisations you think could be 
examples of each of the five positions on the continuum. 

Contact the Advertising Standards Board in Australia or the New Zealand Advertising Standards 
authority to obtain information on the number and nature of complaints they have received over the 
last five years. Write a brief report on your findings. 

Find examples of recent product-recall notices in the newspapers. Comment on how the information 
is explained to consumers. 
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or S.1 The Watt Watcher 


Pascale Quester, University of Adelaide 


In 1996, the Electricity Trust of South Australia (ETSA) was examining the potential market 
for a device, developed by a local inventor, that could provide an accurate measurement of 
electricity consumption. But, before a decision could be made as to whether to enter the 
market with this idea, ETSA needed a marketing plan for the new product, called the Watt 
Watcher. 


The device itself is a handheld instrument, able to measure the consumption of any 
appliance of up to 15A. It is able to download the information onto a computer and to 
provide graph and file printouts. Made in South Australia, it can be produced at a cost 
significantly lower than any competing product, and has a target selling price of $A250.00. 

After some initial market research, ETSA decided that two main segments were most 
likely to benefit from using the Watt Watcher, namely, the education/school segment and the 
industry/organisation segment. Research had shown that energy efficiency and 
environmental awareness were both incentives for such instruments to be used in schools, 
as part of science subjects dealing with these issues. In relation to the organisation markets, 
indications were that concerns with costs would encourage managers to monitor their 
electricity consumption for the purpose of achieving significant energy savings. 

Table A below lists the features and benefits of the Watt Watchers for both segments. 


L able A Features of the Watt Watcher, benefits to the two segments 


Segment Features Benefits 
Schools Measures energy Can demonstrate energy savings and 
environmentally friendly practices. 
No push button Easy to use. 
Computer downloading Enhances students’ computing, mathematical 


and analytical skills. 


Organisations Measures energy Encourages efficient energy practices. 
Computer downloading Enables monitoring and tracking. 
Variable logging range Long-term data logging can help to develop 


planned changes aimed at energy savings 


eens a es 


For the purpose of assessing the potential of each of these two markets, a mail survey was 
undertaken in South Australia in November 1996 of each of the two segments. Based on a 
mailing list derived from a number of sources, it yielded a response rate of 49 per cent from 
schools and 34 per cent from organisations. 
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The school market 


School respondents appeared more interested in the concept of an energy-measuring device. 
Sixty-one per cent declared an interest in such a product, compared to 39 per cent for 
organisation respondents. If such a proportion were applied to the total number of South 
Australian schools—400—then some 250 schools could be expected to buy the Watt Watcher. 

Within the schools, 65 per cent of respondents felt that the Watt Watcher could be used 
equally at primary and high school level. A further 22 per cent thought it best suited for 
secondary school. 

The survey also revealed that, in general, respondents saw themselves as ‘not very aware’ 
(52 per cent) or ‘aware’ (43 per cent), with fewer than 10 per cent characterising themselves 
as ‘very aware’. A majority were not involved in any energy-awareness program. And an 
overwhelming majority (70 per cent) admitted to not even engaging in any energy-saving 
practices. For those who did, common practices included the systematic switching off of 
lights and turning off of fans, water heating and air conditioners when not in use, as well as 
some limited recycling, the use of natural light and recycled batteries, and encouragement of 
students to ride to school or use public transport. 

School respondents were also asked to rate the different features of the Watt Watcher, and 
Table B summarises the results. 


L able B Rating of features by schools 
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Feature ‘Essential’ (%) ‘Desirable’ (%) ‘Not important’ (%) 
Computer downloading 40 48 12 
File printout oe 7 10 
Graph printout 26 60 14 
Simplicity of use 53 44 3 
Multi-function LCD 19 67 14 
Dimensions 10 56 34 
Colour 5 PIPL 73 


In relation to the way respondents valued the Watt Watcher as part of the school 
curriculum, 35 per cent of respondents considered that it would fit best within the subject 
Environmental Studies, followed by Computing (21 per cent) and Mathematics (19 per 
cent). Physics (13 per cent) and Electronics (8 per cent) were the only other subjects that 
gained a response of over 1 per cent. 

In terms of marketing-mix features, the survey found that a large majority of respondents 
(57 per cent) liked the name Watt Watcher, and that most preferred a price range of $A50 
to $A99. Indeed, 33 per cent stated that they would pay less than $A50O for a Watt Watcher 
while 42 per cent would accept a price range of $A50 to $A99. Ten per cent were prepared 
to pay up to $A149, but fewer than 3 per cent would consider a purchase price of up to 
$A249, or above. 
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A rental option was also explored in the market research. Almost 80 per cent of 
respondents stated that they would not pay more than $A5 per week for the rental of a Watt 
Watcher. 

Schools favoured demonstrations (40 per cent) and brochures (42 per cent) as a means of 
communication. They also indicated that examples from other schools that had successfully 
included the use of the Watt Watcher in their programs would be valued. 

Overall, however, schools rated the Watt Watcher as ‘desirable’ but ‘not necessary’ for 
their activities, even though they agreed that its use would be educational. 


The organisation market 


As mentioned earlier, the response was less positive from organisations, with only 39 per 
cent supporting the idea. However, organisations were more likely to be aware of energy 
consumption than schools, with as many respondents ‘aware’ as ‘unaware’ (40 per cent). 

Like schools, however, most organisation respondents were not involved in any energy- 
awareness programs, and almost 50 per cent were not engaged in any energy-saving 
practices either. The type of energy-saving practices most often used were switching off 
lights and power points, refraining from using heaters or air conditioners unless necessary, 
turning off machines and computers at night, reporting faults and making regular checks on 
any machinery, implementing a ‘switching off when not in use’ policy, and using screen 
savers. Respondents were divided in their opinion on the potential savings that could be 
achieved by such practices, with 48 per cent characterising those as substantial and a further 
48 per cent considering them minimal. 

In the same manner as the school respondents, organisations were asked to rate the 
different features of the Watt Watcher. The results are shown in Table C. 


rf able C Rating of features by organisations 


Feature ‘Essential’ (%) ‘Desirable’ (%) ‘Not important’ (%) 
Computer downloading 53 60 7 
File printout 30 60 10 
Graph printout 30 sys. 17 
Simplicity of use 38 52 10 
Multi-function LCD 17 60 23 
Dimensions 4 54 42 


Colour 


Organisation respondents were less inclined to approve of the name ‘Watt Watcher’. 
Only slightly more respondents (41 per cent) liked the name than those who disliked it 
(27 Per cent). 

In relation to price, a greater number of respondents (39 per cent) also favoured the $A50 
to $A99 range. Only about 10 per cent supported a price range of either below $A50 or 
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between $A100 and $A149, and 17 per cent considered a range of $A200 to $A249 
acceptable, with a further 14 per cent willing to pay up to $A299 for the product. When the 
rental option was considered, a weekly rate of $A6 to $A10 was considered acceptable by 
35 per cent; as many were prepared to pay $A1 to $AS. 

Organisations preferred brochures (37 per cent) to demonstrations (30 per cent). Fifteen 
per cent stated that they would not seek any information at all about the product. In the 
case of schools, the majority of respondents (80 per cent) judged the product as ‘desirable’ 
but ‘not necessary’. 


Questions 


1. What type of organisational behaviour would the purchase of a Watt Watcher involve? 

2. Would the purchase process followed by schools be similar to or different from that of 
business organisations? In what ways? 

3. Who would be involved in the purchase of such an item in schools? And in businesses? 

4. Give details of appropriate strategies for tapping into both markets. 


ore ae! Spastic Centres of South Australia Inc. 


Pascale Quester, University of Adelaide 


The South Australian Spastic Paralysis Welfare Association Inc. was created in 1948 by a 
group of parents and friends who were endeavouring to provide care for children with 
cerebral palsy. Initially working as a voluntary body, the Association raised the £7500 
necessary for the purchase of a house in one of the western suburbs of Adelaide, and in 1952 
a care unit for ten children, with one bus providing transport, was opened. By 1955, this 
number had increased to 60, 19 of whom were in residential care. In 1959, an educational 
and therapy wing was added, and this was followed in 1969 by a nursing home that 
provided 44 beds. 


The 1970s were also a period of growth. In 1972, services were added for children of 
nursery age, making further planning necessary to extend the school facilities. A whole new 
complex, including a school, a hydrotherapy facility, resource centres and administrative 
offices, was started in 1978, and completed by 1981. 

In addition, other centres were developed to cater for a wider geographical area. This 
decentralisation was reflected by a change of name in 1983, when the organisation became 
the Spastic Centres of South Australia Inc. In 1984, further expansion occurred with the 
provision of discreet services for adults, requiring nine coaches and four small buses for 
transport. In 1986, another house was renovated at Woodville, providing long-term 
accommodation for adults, and in 1988 a further facility for preschool children was opened 
in a nearby suburb. Respite services were developed, including not only the more traditional 
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services where clients could be accommodated for short periods away from home, but also 
additional and more flexible options such as ‘Outcomes’, where staff would look after 
clients in their own homes while the family or caregiver was out. 

To address clients’ need for equipment that would assist them with mobility and daily 
activities, a Rehabilitation Equipment Services unit was also created. In the same vein, a 
Communication Technology Unit was created in 1989 to co-ordinate the purchase, use and 
development of communication equipment for the purpose of assisting clients to participate 
more fully in community life. In 1990 and 1992, further centres were opened in the northern 
suburbs, as well as in rural areas, including Port Augusta. Additional accommodation or 
respite centres were also opened in metropolitan areas. 


Corporate structure 


From 1 July 1995, Spastic Centres of SA Inc. ceased to operate in its previous form and took 
on a new role as an umbrella organisation. It was now known as the Spastic Centre of South 
Australian Council, which linked the following four units: 


>» the Community Accommodation and Respite Agency (CARA), which provides short- 
term respite and long-term accommodation, all community based, for people of all ages 
with severe and multiple disabilities 

» Community Access Service (CAS), which provides assistance to adults using their local 
training and recreation facilities 

» the Community Business Bureau (CBB), which provides finance and payroll services to 
the SCOSA network and other agencies 

> Spastic Centres of SA Foundation (SCOSAF), which raises funds and promotes 
community awareness of people with severe and multiple disabilities 


In addition to this umbrella role, the Spastic Centre of South Australian Council is 
responsible for the following: 


» advocacy for people with disabilities 
> maintenance and support of the Spastic Centres of SA network 
» asset management and resource allocation 


The Council consists of two representatives from each of the four agencies, as well as the 
President and Treasurer of the new Council, initially appointed by the old SCOSA for two 
years and subsequently elected by the Council. 


Miss Australia Awards: Background 


Fundraising has long been part of the SCOSA network’s activities. Now part of the 
responsibility of the SCOSA Foundation, fundraising has involved a range of activities 
over the years, from management of bequests to broader campaigning. The longest 
running and most involved program organised by the Spastic Centres is the Miss Australia 
Awards. 

In 1953, the marketers of Hickory garments, Dowd Associates, began a quest for a Miss 
Australia, involving newspaper advertisements, and state-appointed panels of judges 
selected winners from photographs. Each state winner would then travel to Melbourne, 
where a judging panel, appointed by Hickory, would select Miss Australia. Following a 
casual conversation between the then Queensland Hickory Director and the Spastic Welfare 
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League’s executive director, the 1954 public function staging the presentation of the Miss 
Queensland title was used to raise funds for children with cerebral palsy. Following this 
event, where the first amount of $A200 dollars was raised, a telephone hookup with all 
Spastic Centres from all states resulted in the Quest taking on a national format, which was 
repeated successfully for the following 39 years. The initial Quests were sponsored by 
Hickory, and in the early 1960s the full rights of ownership of the Miss Australia Quest were 
granted to the Australian Cerebral Palsy Association, which owns the Miss Australia 
Awards in each state as a business enterprise and has registered the various titles—Miss 
Queensland, Miss New South Wales, and so on. 

Far from being the fad its critics predicted, the old ‘Quest’ and the new Miss Australia 
Awards have gone from success to success. Rather than a bathing beauty contest, the contest 
has proved to be an effective public-relations tool, promoting with dignity rather than pity 
the basic human right of people with severe disabilities to be treated with equity in society. It 
is a national concept seeking to find a typical Australian woman who can represent Australia 
at home and overseas promoting the cause of children and adults with cerebral palsy. 

Benefits to the participants include opportunities for skill-development training, the 
possibility of winning state and national titles, incentive bonuses, and recognition 
through involvement in a worthwhile community service. Past participants report an 
increase in confidence in relation to people skills and organisational abilities. In addition 
to their fund-raising capacity, therefore, the Awards provide a valuable vehicle for 
women, enabling them to learn, enhance and build their skills and thus contributing to 
their future careers and personal lives. All participants are offered free placement in a 
comprehensive training program, which runs throughout the year and includes courses 
on effective public speaking, media training, fundraising and budgeting, and women in 
business. 

The selected winner spends 12 months travelling throughout Australia doing promotion 
and public-relations work, and her duties include, among other things: 


> promoting the awareness of the achievements, needs and rights of people with severe 
disabilities 

> promoting and developing the Miss Australia Awards throughout Australia 

> providing information to a wide variety of groups and people about the work of Spastic 
Centres of Australia, in the form of small-group sessions, public speaking and media 
appearances 

> establishing and maintaining productive working relationships with sponsors, and 
assisting them in selected marketing activities 


Market research 


Research conducted recently in Australia revealed a number of interesting trends in relation 
to giving donations. As a percentage of GDP, Australian individuals have increased their 
level of donation (from $A101 million in 1981 to $A1.2 billion in 1991). Since a peak in 
dollar terms in 1992 ($A1.3 billion), it has decreased steadily. 

In 1989, Australians gave $4869 million to non-profit organisations. In 1995, they gave 
more than $A1.1 billion in cash, with 4 out of 5 Australians making at least one cash 
donation to a non-profit organisation each year. 

In addition to some general research undertaken by the Centre for Australian Community 
Organisations and Management (CACOM) on fundraising in Australia (Lyons, 1995), 


CS5.7 


CS5.8 SECTION FIVE CONTEMPORARY TOPICS IN CONSUMER BEHAVIOUR 


SCOSAF sourced some market research conducted in 1995 by its New South Wales 
counterpart in relation to the Miss Australia Awards. A total of 1345 interviews of 
respondents aged 18 and over were conducted by phone on the weekend of 24-26 March 
1995 in Sydney and the rest of NSW/ACT, Melbourne and the rest of Victoria, and Adelaide 
and the rest of South Australia. 

Topic areas included were: 


unprompted and prompted awareness of the Miss Australia Awards/Quest 
recall of the charity for which the Awards are conducted 

whether the format should be changed in some way, or remain the same 
the level of agreement with a number of proposed changes 

the likelihood of respondents watching the Awards on television 


VVVVYV 


A summary of the main findings showed that unprompted recall of the Awards is low, 
with around one in ten people recalling the Awards (8 per cent) or the Quest (6 per cent). 
Recall is higher among females than males, and more frequent among 40- to 54-year-olds, 
and among South Australians (16 per cent) rather than people from either New South Wales 
(13 per cent) or Victoria (11 per cent). 

When prompted, however, 80 per cent of people recalled the Miss Australia Awards or 
Quest. Again, female and older respondents were more likely to be aware of the Awards or 
the Quest, with a bias in favour of rural areas. In contrast, only four in ten people accurately 
identified the Spastic Centre as the charity conducting the Awards. Only one in ten 
associated the Awards with another organisation, and many mentioned ‘crippled children’ 
or ‘handicapped children’ or similar; one-half simply did not know which charity conducted 
the Awards. Correct association increased to 60 per cent among those who had unprompted 
recall for the Miss Australia Awards/Quest. 

Fewer than two in ten people felt that there was a need for any change, and half of those 
who were aware felt that the format should remain the same. The suggestion of a separate 
male category received as much support as disagreement (45 per cent), and those supporting 
it were mostly female, 18 to 24 in age, and more likely to watch the event on television. The 
concept of including men in the same category as women received support from only one- 
third of respondents. 

One in ten people aware of the Awards indicated that they would ‘definitely’ watch if the 
Awards were shown on television, with a further three in ten saying they ‘would watch’. 
This audience would be mostly female, 55 and over, non-working, and residing in rural 
areas. 

Additional South Australian market research was also commissioned, and the following 
tables summarise the responses from this research. 


Laie A ‘Have you given a donation in the past 12 months to any of the 
Organisations listed?’ 
Response Males (%) Females (%) Total (%) 
‘Yes’ 80.9 84.5 82.5 
‘NO’ 19.1 16.0 £5 


Laon B ‘Which organisations were these?’ 


| Organisation Males (%) Females (%) Total (%) 
Bedford Industries 20.8 19.6 20.1 
Woodville Spastic Centre 156 16.3 15.7 
Regency Park 8.4 7.2 77 
SCOSA 0.0 0.0 0.0 
Minda 45 Tel 7.7 
Orana 45 4.6 45 
Crippled Children’s Association 23.4 26.1 25:2 
Spastic Centres of SA ley oer 13.4 
Other 24.0 25.5 24.9 
Don’t know 17.5 11.1 14.4 
wire C ‘In which way did you donate?’ 
cc SI I 9 900000 I. 
Donation method Males (%) Females (%) Total (%) 
Lottery tickets 30:5 32.7 31.6 
Badge Day 24.0 22.2 22.7 
Door-knock 49.4 D209 51.4 
Cinema tickets 2.6 0.0 1.3 
Sponsorship [Re: 2.0 1.6 
Bequest 0.6 ee 1.0 
Direct-mail coupon yee, 7.2 6.4 
Volunteer work 0.6 Bez 2.9 
Other 175 15.0 16.6 


L avie D ‘Why did you donate to this organisation? 


Reasons 


Under pressure 

Like the fundraising activity 
For children 

Personal experience 

Other 

Don’t know 


Males (%) 


Dee 
ope, 
a2 
3,2 
9.1 
1.7 


Females (%) 


Pe: 
5.5 
D2 
7.2 
92 
12.4 
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Total (%) 


a2 
3.9 
4.2 
5.4 
SZ 
11.8 
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L able E ‘Some organisations organise Quests to raise funds. Are you aware of 
any of these?’ 

Response Males (%) Females (%) Total (%) 
“yes. 67.8 76.2 72.1 
‘NO’ 32.2 23.0 27.9 

L able F ‘Which Quest have you heard of?’ 

Quest Males (%) Females (%) Total (%) 

Miss Adelaide 0.0 Sie 2.6 

Miss Sportsgirl a2 32 4.5 

Mrs South Australia 11.0 19.0 15.0 

Miss South Australia 42.9 592 41.5 

Miss Australia 14.9 24.8 19.8 

Miss Personality 13.0 12.4 12.5 

Other 3.9 9.2 6.4 

Don’t know 3.2 1.3 2:9 

Laer G ‘What do you think of the Miss South Australia Quest?’ 

Reasons Males (%) Females (%) Total (%) 

Good way to raise money 68.2 69.9 69.6 

Degrading/just a beauty contest 9.7 11.8 10.5 

Good publicity for Spastic Centres 8.4 2.0 5 

Old-fashioned 2.6 0.7 1.6 

Waste of money 6.5 6.5 6.5 

Other 0.0 oe. 1.6 

Don’t know 9.7 10.5 9.9 


A a DT Sh la i el ld eee eg ee 
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dt H ‘Which fundraising activities are Spastic Centres of SA involved in?’ 
Activity Males (%) Females (%) Total (%) 
Miss Australia/SA Quest S57 25,5 34.5 
Sponsorship 1.9 0.7 1.3 
Bequests 13 0.0 0.6 
Home/Banking 0.0 3.3 1.6 
Money/collection boxes 8.4 134 10.5 
Major events 0.0 0.0 0.0 
Lotteries 227 19.0 20.8 
Door collection 3.9 5.9 4.8 
Other 3.9 5.9 4.8 
Don’t know 44.8 41.2 42.8 


The current situation 


In July 1996, one year into the new structure, SCOSAF has found that, like many other 
organisations relying on public support and fundraising activities, it had been particularly 
hard hit by the ‘poker disease’. Poker machines were introduced in South Australia in 1994 
and, unlike other states where turnover for such machines plateaued after one year, South 
Australians were spending more and more on these and other gambling alternatives, thus 
decreasing their contributions to charities and non-profit organisations such as SCOSA. 
This, coupled with a bleak economic outlook overall for South Australia, points to a lesser 
share of funds generated by such sources, unless a considerable effort is made to make the 
organisation better known and recognised. Additionally, with an increasing squeeze on 
government funding of many other organisations such as clubs and schools, a great deal of 
competing fundraising is taking place, with the risk of the saturation point being reached 
very soon. 

At a strategic meeting in July 1996, SCOSAF identified the following segments of possible 
donors: 
Kind Hearts: mostly elderly women, not working, but participating in a volunteer capacity 
Lonely Hearts: bequeathers, media and PR gatekeepers and opinion leaders 
Self-Improvers: the 120 or so participants in the Quest 
Converted: clients (patients), or relatives of clients 
Shoppers: people purchasing items on sale or tickets for events proposed by SCOSAF 
Look-gooders: corporate sponsors 
Gamblers: people purchasing lottery tickets, and ‘pokie’ players 


VVVVVVY 


The Foundation is concerned at what it sees as a potential threat to its ability to provide 
much-needed resources to the service unit of SCOSAF, and wants to address the perceived 
shortfall in revenues from poker machines. 
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Questions 

1. Can non-profit organisations benefit from consumer behaviour theories? If so, how, and 
if not, why not? 

2. In the case of the Spastic Centres, who is the consumer? Who is the client? Who are the 
targets of SCOSAF’s marketing? 

3. Assess the market research undertaken. Is it sufficient? What other consumer-related 
information would be useful to SCOSAF? 

4. Suggest some directions for SCOSAF as it addresses the shortfall in revenues caused by 
the poker machines and other factors. 

5. Make suggestions on how SCOSAF should target the different segments it has identified. 


What motivates these segments, and what appeal would you use for each? 


APPENDIX A 


( J onsumer research 
methods: 


A.2 APPENDIX CONSUMER RESEARCH METHODS 


his appendix provides some general guidelines for conducting research on consumer 
behaviour. However, while these guidelines may help you, a good marketing research 
text is indispensable for conducting a consumer research project or evaluating a consumer 
research proposal. 
Figure A.1 summarises the various methods of obtaining consumer information that will 
be discussed in this section. 


07 igure A.1 Methods of obtaining consumer information 


Observation 


Project 
techniques 


Physiological 
measures 


Depth 
interviews 


Secondary 
data 


Obtaining 
consumer 
information 


Attitude 
scales 


Questionnaire 
design 


Experimentation 


Secondary data 


Any research project should begin with a thorough search for existing information that is 
relevant to the project at hand. Internal data, such as the company’s past studies, sales 
reports and accounting records, should be consulted. External data, including reports, 
magazine articles, government-organisation or trade-association publications, findings by 
marketing research firms or advertising agency reports, academic journals, trade journals, 
and books, should also be thoroughly researched. 

Computer searches are a fast and economical means of conducting such searches. Most 
university and state public libraries have computer search capabilities, and so do some large 
firms. However, computer searches will often miss reports by trade associations and 
magazines. Therefore, magazines dealing with the product category or those read by 
members of the relevant market should be contacted. 
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Sampling 


If the specific information required is not available from secondary sources, primary data 
must be gathered. This generally involves talking to or observing consumers. However, it 
may also involve asking knowledgeable others, such as sales personnel, about the 
consumers. In either case, time and cost constraints generally preclude researchers from 
contacting every single potential consumer. Therefore, most consumer research projects 
require a sample—a deliberately selected portion of the larger group. This requires a number 
of critical decisions, as outlined in Figure A.2. Mistakes made at this point are difficult to 
correct later in the study. The key decisions are briefly described below. 


S, igure A.2 The consumer sampling process 


Frame Method 


Population Sample size 


How do we 
select specific 
consumers 

to interview? 


How can we 
identify 

consumers 
we are 
interested in? 


Which consumers 
are we most 
interested in? 


How many 
consumers 


should we get 
information 
from? 


Defining the population 


The first step is to define the consumers of interest. Is it necessary to talk to current brand 
users, Current product-category users, or potential product-category users? Or to talk with 
the purchasers, the users, or everyone involved in the purchase process? The population as 
defined must reflect the behaviour on which the marketing decision will be based. 


Specifying the sampling frame 


A sampling frame is a ‘list? or grouping of individuals or households that reflects the 
population of interest. A telephone book, or shoppers at a given shopping centre, are 
sampling frames. Perfect sampling frames contain every member of the population. 
Telephone books do not list households with unlisted numbers, and many people do not 
visit shopping centres, while others visit them frequently. This is an area in which it is 
important to do the best without expecting a perfect frame. However, we must be alert for 
biases that may be introduced by imperfections in the sampling frame. 


Selecting a sampling method 


The major decision at this point is between a random (probability) sample and a non- 
random sample. Non-random samples, particularly judgment samples, can sometimes 
provide good results. A judgment sample involves the deliberate selection of knowledgeable 
consumers or individuals. For example, a firm might decide to interview University Student 
Union social activities representatives to estimate campus attitudes towards a carbonated 
wine drink aimed at the campus market. Such a sample might provide useful insights. 


A.3 


A.4 


APPENDIX A CONSUMER RESEARCH METHODS 


However, it might also be biased, since such individuals may be more socially active than 
the average student. 

The most common non-random sample, the convenience sample, involves selecting 
sample members in the manner most convenient for the researcher. This type of sample is 
subject to many types of bias, and should generally be avoided. 

Random or probability samples rely on some form of random process to select members 
from a sample frame. The sample produced may be every third person who passes a point- 
of-purchase display, house addresses selected by using a table of random numbers, or 
telephone numbers generated randomly by a computer. Random samples do not guarantee 
a representative sample. For example, a random sample of 20 students, from a class 
containing 50 male and 50 female students, could produce a sample of 20 males. However, 
this would be unlikely. More important, if random procedures are used, we can calculate 
within specified limits the likelihood that the sample is not representative. 


Determining sample size 


Finally, it is necessary to determine how large a sample should be. If random sampling is 
being used, there are formulas that can help in making this decision. In general, the more 
diverse the population and the more certain you want to be of getting the correct answer, 
the more people will need to be interviewed. 


Surveys 


Surveys are systematic ways of gathering information from a large number of people. They 
generally involve the use of a structured or semi-structured questionnaire. Surveys can be 
administered by mail or telephone, or in a face-to-face situation. Personal interviews often 
take place in shopping centres, but can also rely on door-to-door techniques. 

Each approach has both advantages and disadvantages. Personal interviews allow the use 
of complex questionnaires, product demonstrations, and the collection of large amounts of 
data. They can be completed in a relatively short period of time. However, they are very 
expensive, and are subject to interviewer bias. Telephone surveys can be completed rapidly, 
provide good sample control (i.e. information about who answers the questions), and are 
relatively inexpensive. Substantial amounts of data can be collected, but the information 
must be relatively simple. Interviewer bias is possible. Mail surveys take the longest to 
complete, and should generally be rather short. They can be used to collect moderately 
complex data, and they are very economical. Interviewer bias is not a problem. 

A major concern in survey research is non-response bias. For most surveys, fewer than 50 
per cent of those selected to participate in the study actually do choose to participate. In the 
case of telephone and personal interviews, many people are not at home, or refuse to co- 
operate if they are. In mail surveys, many people either refuse to participate, or forget to 
respond. 

It is possible to increase the response rate by callbacks in telephone and door-to-door 
surveys. The callbacks should be made at different times and on different days. Incentives 
can increase the response rate to mail surveys, as can prenotification (e.g. a card saying that 
a questionnaire is coming) and reminder postcards. 

If less than a 100 per cent response rate is obtained, it must be noted that those who did 
not respond differ from those who did. (That is, people who did not respond are by 
definition different in that they did not respond. Whether that difference extends to the type 
of answers they would have given always remains uncertain, hence the researcher’s aim is to 
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minimise the number of non-respondents.) A variety of techniques are available to help 
estimate the likelihood and nature of non-response error. 


Experimental approaches 


Experiments involve changing one or more variables (e.g. product features, package colour, 
advertising theme) and observing the effect this change has on another variable (e.g. 
consumer attitude, repeat purchase behaviour, learning). The variable that is changed is 
called an independent variable. The variable that may be affected is called a dependent 
variable. The objective of experimental design is to structure the situation so that any change 
in the dependent variable is very likely to have been caused by a change in the independent 
variable. 

The basic tool in designing experimental studies is the use of control and treatment 
groups. A treatment group is one in which an independent variable is changed (or 
introduced) and the change (or lack) in the dependent variable is noted. A control group is 
a group similar to the treatment group, except that the independent variable is not altered. 
There are a variety of ways in which treatment and control groups can be combined to 
produce differing experimental designs. One such design is illustrated in Figure A.3. 


5, igure A.3 Using an experiment to evaluate the impact of an independent 


variable on a dependent variable 


Independent | Dependent 
variable Treatment variable 


group 
xX | Y 


Dependent 
Control variable 


group 
y 


In addition to selecting an appropriate experimental design, an experimental environment 
can also be developed. In a laboratory experiment, all outside influences can be carefully 
controlled. This generally means that similar results will be obtained every time the study is 
repeated. Therefore, if people taste several versions of a salad dressing in the laboratory, 
similar preference ratings will probably occur each time the study is repeated with similar 
consumers (internal validity). However, this does not necessarily mean that consumers will 
prefer the same version at home or in a restaurant (external validity). 

In a field experiment, the study is conducted in the most relevant environment possible. 
This often means that unusual outside influences will distort the results. However, if the 
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results are not distorted, they should hold true in the actual market application. Therefore, 
if consumers were to use several of the prototype versions of the salad dressing in their 
homes, actions by competitors, unusual weather, or product availability could influence 
their responses (internal validity). However, in the absence of such unusual effects, the 
preferred version would be purchased if available on the market. 


Questionnaire design 


All surveys and some experiments use questionnaires as data collection devices. A 
questionnaire is simply a formalised set of questions for the purpose of eliciting information. 


It can measure the following: 


1. self-reported behaviour—past, present, or intended 

2. demographic characteristics—age, gender, income, education, occupation 
3. level of knowledge 

4. attitudes and opinions 


The process of questionnaire design is outlined in Exhibit A.1. 


E xmnvi A.1 The questionnaire design process 


Preliminary decisions 


Exactly what information is required? 
Exactly who are target respondents? 
What method of communication will be used to reach respondents? 


Decisions about question content 


Is this question really needed? 

Is this question sufficient to generate needed information? 

Can respondent answer question correctly? 

Will respondent answer question correctly? 

Are there any external events that might bias response to question? 


Decisions about response format 


Can this question best be asked as an open-ended, multiple-choice, or dichotomous question? 


Decisions concerning question phrasing 


Do words used have only one meaning for all respondents? 

Are any of words or phrases loaded or leading in any way? 

Are there any implied alternatives in question? 

Are there any unstated assumptions related to question? 

Will respondents approach question from frame of reference desired by researcher? 


continues... 
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5. Decisions concerning question sequence 


Are questions organised in a logical manner that avoids introducing errors? 


6. Decisions on layout of questionnaire 


Is questionnaire designed in a manner to avoid confusion and minimise recording errors? 


7. Pretest and revise 


Has final questionnaire been subjected to a thorough pretest, using respondents similar to those who will be 
included in final survey? 


ea i a ct ch i tS 


Attitude scales 


Attitudes are frequently measured on specialised scales. 

Non-comparative rating scales require the consumer to evaluate an object or an attribute 
of the object without directly comparing it to another object. Comparative rating scales 
provide a direct comparison point (a named competitor, ‘your favourite brand’, ‘the ideal 
brand’). An example of each follows: 


eee on -r sere iui vn DuG ENDURE EDINGER 


How do you like the taste of Two Dogs? 


Like it very much Like it Dislike it Strongly dislike it 


How do you like the taste of Colgate compared to Oral B? 


Much more More About the same Less Much less 


eee ae aaa ee ee Ca eT UR nnn 


Paired comparisons involve presenting the consumer with two objects (brands, packages) 
at a time and requiring the selection of one of the two according to some criterion such as 
overall preference, taste, or colour. Rank-order scales require the consumer to rank a set of 
brands, advertisements, or features in terms of overall preference, taste, or importance. The 
constant-sum scale is similar, except it also requires the respondent to allocate 100 points in 
total to the objects. The allocation is to be done in a manner that reflects the relative 
preference or importance assigned each object. The semantic differential scale requires the 
consumer to rate an item on a number of scales bounded at each end by one of two bipolar 
adjectives. For example: 


enna ren ar ann TES INSEE RRA 


Honda Accord 


Fast xX _ ae os _ :. — Slow 
Bad _ = on 50 au a _ Good 
Large xX ee __ Small 


Inexpensive xX Expensive 


De a a —————————————————— 
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The instructions indicate that the consumer is to mark the blank that best indicates how 
accurately one or the other term describes or fits the attitude object. The end positions 
indicate the concept ‘extremely’, the next pair indicate ‘very’, the middle-most pair indicate 
‘somewhat’, and the middle position indicates ‘neither/nor’. Therefore, the consumer in the 
example rates the Honda Accord as extremely fast, very good, somewhat expensive, and 
neither large nor small. Likert scales ask consumers to indicate a degree of agreement or 
disagreement with each of a series of statements related to the attitude object such as: 


a ee eg 8 se 


1. David Jones is one of the most attractive stores in town. 


Neither agree | 
Strongly agree Agree nor disagree Disagree Strongly disagree 


2. The service at David Jones is not satisfactory. 


Neither agree 
Strongly agree Agree nor disagree Disagree Strongly disagree 


3. The service at a retail store is very important to me. 


Neither agree 
Strongly agree Agree nor disagree Disagree Strongly disagree 
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To analyse responses to a Likert scale, each response category is assigned a numerical 
value. These examples could be assigned values, such as strongly agree = 1 through to 
strongly disagree = 5, or the scoring could be reversed; alternatively, a —2 through to +2 
system could be used. 


In-depth interviews 


In-depth interviews can involve one respondent and one interviewer. In this form, they are 
called individual in-depth interviews. They may also involve a small group (8 to 12 
respondents) and an interviewer. This type is called a focus-group interview or group 
discussion. Groups of four or five are often referred to as mini-group interviews. In-depth 
interviews in general are commonly referred to as qualitative research. More details are 
given below. 


Individual in-depth interviews 


These involve a one-to-one relationship between the interviewer and the respondent. The 
interviewer does not have a specific set of predetermined questions that must be asked 
according to the order imposed by a questionnaire. Instead, there is freedom to create 
questions, to probe those responses that appear relevant, and generally to try to develop the 
best set of data in any way practical. However, the interviewer must follow one rule: he or 
she must not consciously try to affect the content of the answers given by the respondent. 
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The respondent must feel free to reply to the various questions, probes, and other, more 
subtle ways of encouraging responses in the manner deemed most appropriate. 


Individual depth interviews are appropriate in six situations, when: 


Detailed probing of an individual’s behaviour, attitudes or needs is required. 

The subject matter under discussion is likely to be of a highly confidential nature (e.g. 
personal investments). 

The subject matter is of an emotionally charged or embarrassing nature. 

Certain strong, socially acceptable norms exist (e.g. those relating to breast feeding), and 
the need to conform in a group discussion may influence responses. 

A highly detailed (step-by-step) understanding of complicated behaviour or decision- 
making patterns (e.g. planning the family holiday) is required. 

The interviews are with professional people or with people on the subject of their jobs 
(e.g. finance managers). 


Focus-group interviews 


These types of interviews have a different application. They can be applied to: 


Oe 


basic-needs studies for product-idea creation 

new-product idea or concept exploration 

product-positioning studies 

advertising and communications research 

background studies on consumers’ frames of reference 

the establishment of consumer vocabulary as a preliminary step in questionnaire 
development 

the determination of attitudes and behaviours 


The standard focus-group interview involves 8 to 12 individuals. Normally, the group is 


designed to reflect the characteristics of a particular market segment. The respondents are 
selected according to the relevant sampling plan, and meet at a central location that 
generally has facilities for taping or video recording. The discussion itself is ‘led’ by a 
moderator. The competent moderator attempts to develop three clear stages in the one- to 
three-hour interview: 


A, 


Zi 
ee 


establishing rapport with the group, structuring the rules of group interaction, and 
setting objectives 

attempting to provoke intense discussion in the relevant areas 

attempting to summarise the group’s responses in order to determine the extent of 
agreement 


In general, either the moderator or a second person prepares a summary of each session 


after analysing the session’s transcript. 


Projective techniques 


Projective techniques are designed to measure feelings, attitudes and motivations that 
consumers would be unable or unwilling to reveal otherwise. They are based on the theory 
that the description of vague objects requires interpretation, and this interpretation can only 
be based on the individual’s own attitudes, values and motives. 


Exhibit 10.3 (see Chapter 10) provides descriptions and examples of the more common 


projective techniques. 


A9 


A.10 


APPENDIX A CONSUMER RESEARCH METHODS 


Observation 


Observation can be used when the behaviours of interest are public, they are repetitive, 
frequent or predictable, and they cover a relatively brief time span. An observational study 
requires five decisions: 


1 


Natural versus contrived situation: Should the researcher wait for a behaviour to occur 
in its natural environment, or should he or she create an artificial situation in which it 
will occur? 

Open versus disguised observation: To what extent are the consumers aware that their 
behaviour is under observation? 

Structured versus unstructured observation: Will the researcher limit the observations to 
predetermined behaviours, or will he or she note whatever occurs? 

Direct or indirect observations: Will the researcher observe the behaviours themselves, 
or merely the outcomes of those behaviours? 

Human or mechanical observations: Will observations be made mechanically, or by 
people? 


Physiological measures 


Physiological measures are direct observations of physical responses to a stimulus such as 
an advertisement. These responses may be controllable, such as eye movements, or 
uncontrollable, such as galvanic skin response. The major physiological measures are 
described in Exhibit 8.7 (see Chapter 8), which lists direct measures of attention. 
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Based on D. S. Tull and D. J. Hawkins (1990), Marketing Research, Macmillan, New York. 


CA ossary 


acceptance strategy in addition to using the activities involved in the preference strategy, the marketer must 
attract the target market's attention, or otherwise motivate it to learn about the brand 

achievementrole a role acquired as a result of performance, over which an individual has some degree of control 

action-oriented individuals individuals who desire social or physical activity and variety, and are risk takers 

active problem a problem the consumer is aware of, or will become aware of, in the normal course of events 

activities and interests | non-occupational behaviours to which consumers devote time and effort, such as hobbies, 
sports, community service and religion 

activity analysis analysis that focuses on a particular activity, such as preparing dinner, mowing the lawn or hair 
washing; the survey or focus group attempts to determine what problems consumers face during the 
performance of the activity 

adaptation level theory theory that people adjust to the level and type of stimulus to which they are accustomed; 
for example, an advertisement that stands out when new will eventually lose its contrast effect 

adoption process extended decision-making process when a new product is involved 

affective component (of an attitude) feelings or emotional reactions to an object 

affiliation the development of mutually helpful and satisfying relationships with others and the process of sharing 
with and being accepted by others 

antecedent states features of the individual that are not lasting characteristics. Rather, they are momentary 
moods or conditions; for example, the experience, from time to time, of states of depression or high excitement 
that are not normally part of the individual’s make-up 

approach-approach motivational conflict situation where the consumer faces a choice between two attractive 
alternatives 

approach-avoidance motivational conflict situation where the consumer faces both positive and negative 
consequences in the purchase of a particular product 

ascribedrole arole based on an attribute over which the individual has little or no control; compare achievement 
role 

aspirational reference groups —non-membership groups exercising a positive attraction on an individual 

attitude evaluative statement about other people, places, ideas, products etc. 

attraction (to a group) the desirability that membership of a given group has for the individual 

attribution theory approach to understanding why consumers assign particular meanings to the behaviours of 
others 

avoidance-avoidance motivational conflict situation where the consumer faces two undesirable alternatives 

awareness set set of brands of which a consumer is aware, composed of three subcategories: the evoked set, the 
inept set and the inert set 

behavioural component (of an attitude) the tendency of the attitude holder to respond in a certain manner 
towards an object or activity 

benefit segmentation consumer segmentation based on the attribute or attributes important to consumers 

blind test one in which the consumer is not aware of the product's brand name. Such tests enable the marketer 
to evaluate the functional characteristics of the product, and to determine if a j.n.d. over a particular competitor 
has been obtained 
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GLOSSARY 


brand equity value that consumers assign to a brand above and beyond, though derived from, any specific 
functional characteristics of the product 

brand image the schematic memory of a brand without reference to competing brands; compare product 
position 

brand leverage marketing strategy of capitalising on brand equity by giving the existing brand name to new 
products; often termed family branding, brand extensions, or umbrella branding; if this is done correctly, as a result 
of stimulus generalisation, consumers will assign some of the characteristics of the existing brand to the new 
brand 

brand lift index the average increase in store purchase when point-of-purchase material is present 

brand loyalty commitment to a brand by a consumer because he or she believes it best meets overall needs, and 
because an emotional attachment (‘liking it’) has been formed 

business ethics the study of how personal moral norms apply to the activities and goals of commercial 
enterprise 

capture strategy strategy employed by marketers when the brand is in the target market's evoked set and 
consumers engage in limited decision making; marketers need to provide information at point of purchase 

Cattell’stheory an example of the individual personality theory approach; Cattell believes that traits are acquired 
at an early age through learning, or are inherited; individuals have surface traits, or observable behaviours, which 
can be grouped together on the basis of their similarity, and source traits, which represent the causes of these 
behaviours 

caveatemptor the principle of ‘buyer beware’, whereby the company’s obligations to the buyer are limited to the 
constraints of the law, in the interests of promoting competition and efficiency 

caveat venditor the principle of ‘seller beware’, whereby consumer satisfaction is the criterion against which 
marketing practices are evaluated 

Classical conditioning the process of using an established relationship between a stimulus and response to bring 
about the learning of the same response to a different stimulus 

co-regulation practice whereby, in a specific industry, government regulation is partially wound back and 
supplemented by industry self-regulation 

cognitive component (of an attitude) a consumer's beliefs and knowledge about an object 

cognitive learning the mental activities of humans as they work to solve problems or cope with situations; 
learning ideas, concepts, attitudes and facts that contribute to the ability to reason, solve problems and learn 
relationships without direct experience or reinforcement 

cohort effects principle that a younger age group may not behave the way a current older group behaves when 
they reach the same age 

communication situation — the situation in which consumers receive information about products and services 

comparative advertising advertising that more or less explicitly states how one brand or product compares with 
one or more of its competitors 

comparative rating scales scales that provide a direct comparison point (a named competitor, ‘your favourite 
brand’, ‘the ideal brand’) 

compensatory decision rule the rule that states that the brand that rates highest on the sum of the consumer's 
judgments of the relevant evaluative criteria will be chosen 

complaint behaviour consumer action that involves writing to or calling on a retailer to request the redress of a 
dissatisfaction experience while purchasing or using a product 

compulsory recall recall of a product occurring when a firm is forced to recall its product, in cases where the 
product may cause injury; does not comply with product standards, or is subject to an unsafe goods order or 
banning order 

concession a shop-within-a-shop; e.g. Country Road in Australia 

conditioned learning the process of learning, through exposure to some stimulus and a corresponding response, 
that the stimulus and response are either associated (go together) or not associated (do not go together); two 
forms are possible: classical conditioning and operant conditioning 

conditioning learning that is based on the association of a stimulus (information) and a response (behaviour or 
feeling) 

confidence value the consumer's ability to distinguish between brands on the surrogate indicator; for example, a 
consumer may believe that ingredients accurately indicate the nutritional value of foods (i.e. have a high 
predictive value), but may not use them as indicators due to an inability to make complex between-brand 
comparisons 

conformity the tendency to want to be like relevant and significant others 

conjoint analysis a technique that provides data on the structure of consumers’ preferences for product features, 
and their willingness to trade one feature for more of another 

conjunctive decision rule a decision rule that establishes minimum required performance standards for each 
evaluative criterion, and selects all brands that surpass these minimum standards 


GLOSSARY 


constant-sum scale the most common method of direct measurement; requires the consumer to allocate 100 
points in total to his or her evaluative criteria, with individual points allocated depending on the relative 
importance of each criterion 

consumer behaviour a discipline dealing with how and why consumers purchase (or don’t purchase) products and 
services 

consumer-behaviour audit a systematic review of all important aspects of consumer behaviour 

consumer decision process the stages involved when a consumer, in a given purchase situation, recognises a 
problem and seeks a solution by recalling a previous similar situation or actively searching for new information 
about potential solutions, and then evaluating this and making a purchase 

consumer problem the perceived difference between an existing state and a desired one 

consumer socialisation the processes by which young people acquire skills, knowledge and attitudes relevant to 
their functioning as consumers in the marketplace 

consumerism the evolving activities of government, business, independent organisations and concerned 
consumers aimed at protecting and enhancing the rights of consumers 

continuous innovation a product for which adoption requires relatively minor changes in behaviour 

control group in an experiment, a group similar to the treatment group, except that the independent variable is 
not altered 

convenience sample sample where members are selected in the manner most convenient for the researcher 

corrective advertising advertising undertaken if a commercial or series of commercials has caused a group of 
consumers to learn false information about a brand; a second series of commercials, designed to cause 
‘unlearning’ and speed extinction of the incorrect information 

cultural values widely held beliefs that affirm what is desirable 

culture a complex concept that includes knowledge, belief, art, law, morals, customs, and any other capabilities 
and habits acquired by individuals as a member of society 

day-after recall (DAR) the most popular method of measuring the attention-getting power of television 
commercials; individuals are interviewed the day after a commercial is aired on a program they watched 

decision-making unit (organisational) also called a buying centre because it makes purchase decisions; can be 
categorised in terms of area of functional responsibility and type of influence 

decision rules rules that describe how consumers select one alternative from those considered; consumers 
frequently use five rules, either singularly or in combination, to make their decisions: the conjunctive, disjunctive, 
lexicographic, elimination-by-aspects, and compensatory decision rules 

demographics description of the age, education, income, occupation, family structure, ethnic background, gender, 
and geographic location of the members of a population 

dependent variable the variable that may be affected in an experiment 

diffusion process the manner in which innovations spread throughout a market 

direct instrumental training — training that occurs when a parent, or a sibling, specifically and directly attempts to 
bring about certain responses through reasoning or reinforcement 

direct methods of measurement: direct methods include asking consumers what information they use for a 
particular purchase or, in a focus-group setting, observing what consumers say about products and their 
attributes; direct-measurement techniques assume that consumers can and will provide data on the desired 
attributes; see indirect measurement techniques 

discontinuous innovation a product for which adoption requires dramatic changes in consumer behaviour 

disjunctive decision rule a decision rule that establishes a minimum level of performance for each important 
attribute (often a fairly high level). All brands that surpass the performance level for any key attribute are 
considered acceptable 

disposal the final stage of product usage, when the consumer seeks to return or otherwise trade-in or destroy the 
old product 

disrupt strategy strategy employed by marketers when the brand they are promoting is not part of the evoked 
set and the target market engages in habitual decision making; the first task of this strategy is to disrupt the 
existing decision pattern 

dissatisfaction the feeling experienced by a consumer whose expectations have not been met by a product or 
service 

dissatisfaction response the behaviour triggered in the consumer by dissatisfaction with a product or service, 
including complaint behaviour, negative word of mouth or court action 

distribution the marketing function that deals with making a product or service available to consumers, where 
and when they require it 

dynamically continuous innovation a product for which adoption requires a major change in an area of 
behaviour that is relatively unimportant to the individual 

early adopters those who are next to adopt an innovative product after the innovators 

early majority those who are next to adopt an innovative product after the early adopters 
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echoicmemory the memory of sounds, including whole words 

ego-defence an individual’s need to defend his or her identity or ego; an external, social motive 

elaborative activities an aspect of short-term memory involving the use of previously stored experiences, values, 
attitudes, beliefs, and feelings to interpret and evaluate information in working memory as well as to add relevant 
previously stored information 

electro-encephalographs — physiological measurement involved in brain-wave analysis, which could indicate the 
amount and type of attention given to an advertisement or package 

elimination-by-aspects rule a decision rule that requires that the consumer rank the evaluative criteria in terms 
of their importance and establish a cut-off point for each criterion; all brands are first considered on the most 
important criterion 

emotion research _ research that attempts to discover the role emotions play in the consumer decision process 

emotional advertisements advertisements designed to evoke strong feelings 

emotions — the feelings connected with, or affective responses, to situations, products, advertisements, other people etc. 

environment-oriented values values that prescribe a society's relationship with its economic, technical and 
physical environments 

ethical concerned with adopting generally accepted moral conduct 

evaluative criteria the features or desired characteristics of a product required to meet the consumer's needs: the 
features the consumer believes a product should have, such as suitable price, brand or ingredients; the type of 
evaluative criteria a consumer uses in a decision may vary from tangible cost and performance features to 
intangible factors such as style, prestige or brand image 

evoked set those brands the individual is willing to consider for the solution of a particular consumption problem 

experiment a trial that involves changing one or more variables (e.g. product features, package colour, advertising 
theme) and observing the effect this change has on another variable (e.g. consumer attitude, repeat purchase 
behaviour, learning) 

expressive performance the symbolic performance of the product; for example, if a car does not reflect the 
desired self-concept, its expressive performance is inadequate 

extended decision making _ the response to a very high level of purchase involvement; an extensive internal and 
external information search is followed by a complex evaluation of multiple alternatives; after the purchase, 
uncertainty about its correctness is likely, and a thorough evaluation of the purchase will take place 

extended-family household a household that includes the nuclear family and additional relatives living under 
one roof 

external attribution the process whereby individuals attribute the cause of a favourable or unfavourable outcome 
to some outside force 

external data reports, magazine articles, government-organisation or trade-association publications, findings by 
marketing research firms or advertising agency reports, academic journals, trade journals, books 

external search the method used if a resolution to a problem is not reached through internal search: the search 
process is focused on external stimuli relevant to solving the problem 

external, social motives motives that reflect human needs directly related to interactions with others: compare 
internal, non-social motives 

extinction also termed forgetting, occurs when the reinforcement for the learned response is withdrawn, or the 
learned response is no longer used 

eye camera camera used for eye tracking; that is, one that can track the movements of the eyes relative to the 
advertisement being read or watched 

family household a household unit that consists of two or more related persons, who live and eat in private 
residential accommodation 

family life cycle assumption that most families pass through an orderly progression of stages, each with its own 
characteristics, financial situation, and purchasing patterns 

fear appeal advertising appeal that makes use of the threat of negative (unpleasant) consequences if attitudes or 
behaviours are not altered 

field experiment experiment where the study is conducted in the most relevant environment possible 

financial risk a consumer's perceived risk to his or her financial status as a result of the purchase of a product 

focus group a group of 5 to 15 members of the target audience having a relatively free-form discussion about a 
product, brand or advertisement; also called a group discussion 

generic problem recognition the recognition of a discrepancy that a variety of brands within a product category 
can reduce; compare selective problem recognition 

geo-demographic analysis analysis focusing on the demographics of geographic areas, based on the belief that 
lifestyle, and therefore consumption, are largely driven by demographic factors 

geo-lifestyle analysis analysis based on the premise that individuals with similar lifestyles tend to live near each 
other; this approach analyses and classifies markets into different segments according to demographic data, 
media usage, consumer behaviour and personal interests 
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global marketing a form of international marketing that aims to target particular consumer segments, regardless 
of where they are located in the world, using standardised marketing mixes 

group _ in its broadest sense, two or more individuals who share a set of norms, values or beliefs and have certain 
implicitly or explicitly defined relationships that make their behaviours interdependent 

habitual decision a decision that does not require the evaluation of any alternatives; the last purchase is repeated 
without considering other information 

habitual decision making a purchase decision effectively involving no decision as such; occurs when there is very 
low involvement with the purchase, and results in repeat purchasing behaviour (also called routinised purchase 
behaviour) 

hemispheric lateralisation concept that each of the two sides of the brain—right and left—controls different types 
of activities 

high-involvement learning situation — situation in which the consumer is motivated to learn the material 

Hollingshead Index of Social Position (ISP) _two-item index for measuring social position 

household a consuming unit, often family based, made up of individuals living under the same roof; the primary 
purchasing unit for most consumer goods 

household characteristics characteristics such as the number and ages of children, which determine many 
consumer desires 

household decision making generally categorised as husband-dominant, wife-dominant, of the joint-decision type 
(syncratic), or consisting of individualised decisions (autonomic) 

household life cycle most consumers in Western cultures grow up, leave their original household, and then begin 
a new household—in other words, the institution called ‘household’ has a fairly regular and predictable life cycle 
of its own 

household structure/social-class matrix combination of household life cycle and social class to create a matrix of 
households that differ in structure and social status 

human factors research — research that attempts to determine human capabilities in areas such as vision, strength, 
response time, flexibility and fatigue, and the effect on these capabilities of lighting, temperature, and sound 

iconic rote learning learning the association between two or more concepts in the absence of conditioning 

ideal-point model a model that seeks to measure the distance between the levels of attribute of an alternative 
product, and that of a product considered ideal by consumers 

identification influence also called value-expressive influence, occurs when individuals use the perceived group 
norms and values as a guide for their own attitudes or values 

impulse purchases purchases made in a store that are different from those the consumer planned to make prior 
to entering the store 

in-depth interviews interviews that involve only one respondent and one interviewer; in this form, they are called 
individual in-depth interviews 

inactive problem =a problem of which the consumer is not yet aware 

independent variable(s) the variable(s) that is (are) changed during an experiment 

indirect measurement techniques _ differ from direct methods in that they assume consumers either cannot or will 
not state their evaluative criteria; here frequent use is made of indirect methods such as projective techniques 

individual development changes in the individual consumer over time—for example, as each of us gets older, our 
needs and/or lifestyle may change, and therefore the types of products and services we desire may also change 

individual personality theories theories of personality based on the assumptions that all individuals have internal 
characteristics or traits, and that, for these characteristics, there are consistent and measurable differences 
between individuals 

industry self-regulation practice whereby, in a specific industry (e.g. the market research industry), the formulation 
and enforcement of rules and codes of conduct is the responsibility of that specific industry, rather than the 
government 

ineptset those brands the consumer finds completely unworthy of further consideration when attempting to solve 
a consumption problem; the consumer actively dislikes the brands in this set 

inert set those brands of which the consumer is aware, but towards which he or she is basically indifferent 

information search process whereby consumers seek out information either internally (from memory) or 
externally (using outside information sources) 

informational influence — influence that occurs when an individual uses the behaviours and opinions of reference 
group members as potentially useful pieces of information 

innovation an idea, practice or product perceived to be new by the relevant individual or group 

innovators — the first purchasers of an innovative product or service 

instrumental materialism the acquisition of things by an individual in order to enable that individual to do 
something 

instrumental performance — the physical or functional performance of the product; for example, if an individual's 
car brakes fail, its instrumental performance is inadequate 
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instrumental values — values that relate to ideal behaviour 

intercept strategy strategy employed by marketers when the brand they are promoting is not part of the evoked 
set of the target market, and the target market is engaged in limited decision making only; the objective is to 
intercept the consumer during the search for information on the brands in the evoked set; the emphasis is on 
using local media with co-operative advertising, and the point of purchase, with displays, shelf space, package 
design etc. 

internal attribution the process whereby individuals attribute the cause of a favourable or unfavourable outcome 
to themselves 

internal data past studies, sales reports and accounting records 

internal search — use of information from memory 

internal, non-social motives motives reflecting needs that individuals have with respect to themselves strictly as 
individuals, apart from others; compare external, social motives 

judgment sample deliberate selection of knowledgeable consumers or individuals 

just-noticeable difference (j.n.d.) the minimum amount of change in a stimulus that needs to occur for consumers 
to notice the difference 

laggards those who are next to adopt an innovative product after the late majority 

late majority those who are next to adopt an innovative product after the early majority 

latent motives motives that are either unknown to the individual, or are such that the individual is very reluctant 
to admit them 

lead users innovative organisations that derive a great deal of their success from leading change 

learning any change in the content or organisation of long-term memory; the result of information processing 

lexicographic decision rule a decision rule that requires the consumer to rank the criteria in order of importance. 
The consumer then selects the brand that performs best on the most important attribute 

lifestyle how one lives, a function of inherent individual characteristics that have been shaped and formed 
through social interaction as one moves through the life cycle 

Likert scales scales that require consumers to indicate a degree of agreement or disagreement with each of a 
series of statements related to the attitude object 

limited decision making — decision making that covers the middle ground between habitual decision making and 
extended decision making; in its simplest form (lowest level of purchase involvement), very similar to habitual 
decision making—for example, a consumer may select a product without seeking information beyond internal 
memory that it ‘tastes good’; in addition, no other alternative may be considered 

long-term memory — unlimited, permanent storage of learned items; can store numerous types of information, 
such as concepts, decision rules, processes and affective (emotional) states 

low-involvement learning situation situation in which the consumer has little or no motivation to learn 

lower or working class group in society made up of mainly semi-skilled and unskilled blue-collar workers, 
labourers, bush workers, factory hands and those in manual work 

McGuire’s psychological motives theory using a fairly detailed set of motives to account for a limited range of 
consumer behaviour 

maintenance rehearsal an aspect of short-term memory involving the continual repetition of a piece of 
information in order to hold it in current memory for use in problem solving or transferral to long-term memory 

maintenance strategy strategy employed by marketers to maintain current purchase behaviour in a situation 
where the brand is purchased habitually by the target market 

manifest motives motives that are known and freely admitted 

market mavens _ individuals who appear to have information about many kinds of products, places to shop, and 
other aspects of markets; they both initiate discussions with others about products and shopping and respond 
to requests for market information; are opinion leaders about the shopping process in general 

market segmentation the basis of most marketing strategies, it involves identifying consumer groups with unique 
needs and/or purchasing processes, and developing specific marketing programs targeted at individual groups 

marketing mix the combination of product, price, distribution and promotion 

marketing strategy the combination of product, price, distribution and promotion most suited to a particular 
group of consumers 

Maslow’s needs (motives) hierarchy a theory designed to account for most human behaviour in general terms, 
stipulating a natural progression from physiological needs to higher, self-actualisation needs 

memory the total accumulation of prior learning experiences; consists of two interrelated components, short- 
term memory and long-term memory 

microsegmentation the grouping of organisational customers on the basis of similar decision-making units or styles 

microsegments grouping of organisations in terms of like needs and similar demographics; see 
microsegmentation 

middle class group in society made up of white-collar workers, small-business owners, clerks, salespeople, 
teachers and some affluent tradespeople 
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modelling a form of consumer learning not involving the direct experience of a reward or punishment in order to learn; 
instead, consumers observe the outcomes of others’ behaviours, and adjust their own accordingly, or anticipate the 
outcome of various courses of action through imagery created in advertisements; also called vicarious learning 

modified rebuy organisational purchase situation where the buyer organisation expends more effort and includes 
more people, than in a straight-rebuy situation, because of an important modification to the product, delivery, 
price, or terms and conditions 

momentary conditions states of being such as being tired, being ill, having a great deal of money, having no 
money, and so on; differ somewhat from moods 

moods _ transient states of mind that are generally not tied to a specific event or object 

motivation the energising force that activates behaviour and provides purpose and direction to that behaviour 

motive a construct representing an unobservable inner force that stimulates and compels a behavioural response 
and provides specific direction to that response 

multi-attribute attitude model a model expressing attitudes as a cumulative function of a number of attributes, 
each allocated with a particular co-efficient that reflects its importance 

multidimensional scaling a graphic representation of product positioning that enables researchers to identify 
differentiating strategies 

negative reinforcement the removal or avoidance of an unpleasant consequence 

new-taskrebuy organisational purchase situation where the organisation is purchasing for the first time a product 
or service of major importance, such as factory automation equipment, a new computer, or a tele- 
communications system 

non-comparative rating scales scales that require the consumer to evaluate an object or an attribute of the object 
without directly comparing it to another object 

non-compensatory decision rule: a decision rule such that very good performance on one evaluative criterion 
cannot compensate for poor performance on another 

non-family household a household made up of householders who either live alone or with others to whom they 
are not related 

non-profit marketing marketing undertaken by non-profit organisations such as government agencies, charities 
and other cause-related associations 

non-response bias the consequence of a low response rate (in most surveys, fewer than 50 per cent of those 
selected to participate in the study actually do choose to participate), stemming from the suspicion that non- 
respondents may differ in some way from those who have responded 

non-satisfaction feeling experienced by consumers when performance meets expectations, at a level considered 
to be below a minimum standard 

non-verbal communication variables in terms of marketing, these are time, space, friendship, agreement, things, 
symbols and etiquette 

normative influence sometimes also referred to as utilitarian influence; occurs when an individual fulfils group 
expectations to gain a direct reward or to avoid a sanction 

norms general expectations about behaviours that are deemed appropriate for all persons in a social context 

nuclear family household two adults of the opposite sex, living in a socially approved sex relationship with their 
own or adopted children 

observation method that can be used when the behaviours of interest are public, are repetitive, frequent or 
predictable, and they cover a relatively brief time span 

one-sided message advertisement presenting only the benefits of a product, without mentioning any negative 
characteristics it might possess, or any advantages a competitor might have 

ongoing or exploratory information search search for information conducted both to acquire information for 
later use and because the process itself is pleasurable 

operant conditioning the process of learning whereby the consumer associates a stimulus with a response when 
given reinforcement to respond to a stimulus; also known as instrumental conditioning, this differs from classical 
conditioning primarily in terms of the role and timing of reinforcement 

opinion leaders individuals who have a greater long-term involvement with a product category than the non- 
opinion leaders in their group; this is referred to as enduring involvement; in contrast with market mavens, they 
are generally product or activity specific 

organisational demographics characteristics encompassing both organisational characteristics, such as size, 
location, industry category and type of ownership, and characteristics of the composition of the organisation, 
such as the gender, age, education and income distribution of employees 

organisational style description of the way organisations make decisions 

other-oriented values values that reflect a society’s view of the appropriate relationships between individuals and 
groups within that society 

outletimage the perception, by a given consumer or a target market, of all of the attributes associated with a retail 
outlet 
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PAD according to some authors, the three basic dimensions—pleasure, arousal, and dominance-that underlie all 
emotions; in terms of this theory, specific emotions reflect various combinations and levels of these three 
dimensions 

paired comparisons comparisons that involve presenting the consumer with two objects (brands, packages) at a 
time and requiring the selection of one of the two according to some criterion such as overall preference, taste, 
or colour 

people meters electronic devices that automatically determine if a television is turned on and, if so, to which 
channel 

perceived performance — the way a product or service delivers benefits, as perceived by the consumer 

perceived risk _ the risk, in the view of the consumer, attached to the purchase of a product; may include financial 
risk or social risk 

perceptual mapping method whereby consumers judge the similarity of alternative brands without specifying 
evaluative criteria; these judgments are processed via a computer to derive a perceptual map, or spatial 
configuration, of the brands; the consumer simply ranks the similarity between all pairs of alternatives, and a 
perceptual configuration is derived in which the consumer's evaluative criteria are the dimensions of the 
configuration 

personal space the nearest that others can approach an individual without that individual feeling uncomfortable 

personality unique psychological make-up of the individual; relates to characteristic patterns of behaviour and is 
generally considered to reflect a consistent pattern of responses to a variety of situations, although the role 
played by the situation itself must also be recognised 

physiological measures direct observations of physical responses to a stimulus such as an advertisement 

point-of-purchase (POP) display device used by marketers and retailers at the point of sale, to inform consumers 
or encourage them to buy; may comprise posters, cards, shelf wobblers etc. 

population distribution the location of individuals in terms of geographic region and rural, urban, or suburban 
residence 

positioning the way a product or brand compares to its competitors, as perceived by consumers 

positive reinforcement a pleasant or desired consequence 

postpurchase dissonance doubt or anxiety about the correctness of one’s decision after a purchase has been 
made 

predictive value (of an attribute) the consumer's perception that one attribute is an accurate predictor for another 

preference strategy strategy employed by marketers when the target market is using extended decision making, 
to cause the target market to place the new brand in the evoked set; an information campaign is used that will 
result in the brand being preferred by members of the target market 

price discrimination — selling the same product or service to different buyers at different prices to reduce 
competition 

primary data data gathered specifically to answer a research question, often by talking to, or observing, 
consumers 

primary groups groups characterised by frequent interpersonal contact 

principle-oriented individuals individuals who are guided in their choices by their beliefs and principles rather 
than by feelings, events or a desire for approval 

problem analysis analysis that starts with a list of problems, and then asks the respondent to indicate which 
activities, products, or brands are associated with these problems; takes the opposite approach from product 
analysis and activity analysis 

problem recognition _ the first stage in the consumer decision process, and it must occur before decision making 
can begin; it is the result of a discrepancy between a desired state and an actual state that is sufficient to arouse 
and activate the decision process 

product analysis similar to activity analysis, but examines the purchase and/or use of a particular product or 
brand; consumers may be asked about problems associated with using, for example, their lawnmowers or their 
hairdryers 

product differentiation the process of distinguishing a product from that of competitors by using aspects of the 
marketing mix 

product position the schematic memory of a brand in relation to competing brands, products or stores 

product recall the situation where an unsafe product is recalled by its manufacturer, usually with full refund or 
exchange 

projective techniques techniques designed to measure feelings, attitudes and motivations that consumers would 
be unable or unwilling to reveal otherwise ~ 

promotion the communication function of marketing; deals with informing, convincing and reminding consumers 
of the benefits of a product or service 

psychographics description of a consumer's lifestyle, including current activities, interests and opinions 

pulsing — rapid, frequent, close-together repetitions of advertising messages 
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punishment the opposite of reinforcement; any consequence that decreases the likelinood that a given response 
will be repeated in the future 

pupilometer device that measures eye-pupil dilation (changes in the size of the pupil of the eye), which appears 
to be related to the amount of attention that a person is giving a message 

purchase involvement the level of concern for, or interest in, the purchase process, once the purchase process has 
been triggered by the need to consider a particular purchase 

purchase situation a situation that can affect product selection, for example, a mother shopping with a child is 
more likely to be influenced by the product preferences of that child 

qualitative research see in-depth interviews 

questionnaire a formalised set of questions for the purpose of eliciting responses to particular research questions 

random or probability samples samples that rely on some form of random process to select members from a 
sample frame 

rank-order scales scales that require the consumer to rank a set of brands, advertisements, or features in terms 
of overall preference, taste, or importance 

reasoning the most complex form of cognitive learning; in this process, the individual engages in creative 
thinking to restructure and recombine existing information as well as new information, forming new associations 
and concepts as a result 

recognition tests tests in which the commercial of interest, or key parts of it, are shown to target-market members 
along with other commercials; recognition of the commercial, or key parts of the commercial, is the measure 

reference group a group whose presumed perspectives or values are being used by an individual as the basis for 
his or her current behaviour—in other words, a group that an individual uses as a guide for behaviour in a specific 
situation 

reinforcement anything that increases the likelihood that a given response will be repeated in the future; see 
positive reinforcement 

Relative Occupational Class Income (ROCI) relationship of a family’s total income to the median income of other 
families in the same occupational class 

repeat purchase behaviour a pattern of consumer behaviour that involves the purchase of the same product or 
service over time, with or without loyalty to that product or service 

repetition (or practice) repeated exposure of consumers to information; this increases the strength and speed of 
learning 

resources the ability of individuals to pursue their dominant self-orientation, refers to the full range of 
psychological, physical, demographic, and material means on which consumers can draw 


retail attraction model a method for calculating the level of store attraction, based on store size and distance; also ~ 


called the retail gravitation model 

retail outlet any source of products or services for consumers 

retrieval environment — situation in which consumer retrieves information stored in memory, for use in purchase 
decision 

role a prescribed pattern of behaviour expected of a person in a given situation by virtue of the person's position 
in that situation 

role commitment the desire to continue in the role position 

role conflict situation where incompatible role demands arise 

role deletion the dropping of an existing role by an individual 

role evolution the process whereby the behaviours and products appropriate for a given role change with time 

role overload situation where an individual attempts to fill more roles than the available time, energy, or money 
allows 

role parameters the range of behaviours acceptable within a given role 

role-related product cluster a set of products generally considered necessary in order to fulfil a given role properly 

role specialisation the situation where, in a household or family, different members deal with different types of 
purchases depending on their expertise and experience 

role stereotype a shared visualisation of the ideal performer of a given role 

role style individual variations in the performance of a given role 

sample a deliberately selected portion of the larger group 

sampling frame a ‘list’ or grouping of individuals or households that reflects the population of interest 

sanctions punishments imposed on individuals for violating role parameters 

schematic memory _ the stored representations of consumers’ generalised knowledge about the world, the form of 
memory concerned with the associations and combinations of various pieces of information (frequently termed 
semantic memory) 

script memory of an action sequence, such as purchasing and drinking a soft drink in order to relieve thirst 
(sometimes referred to as episodic memory) 

secondary data existing information that is relevant to the project at hand 
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secondary groups groups characterised by limited interpersonal contact : 

selective problem recognition the recognition of a discrepancy that only one brand in the product category can 
solve; compare generic problem recognition 

self-orientation; see action-oriented individuals; principle-oriented individuals; status-oriented individuals 

self-oriented values values that reflect the objectives and approaches to life that the individual members of 
society find desirable 

self-regulation practice whereby, in a specific industry, industry-driven quality-assurance arrangements are 
implemented instead of government regulations 

semantic-differential scale scale that requires the consumer to rate an item on a number of scales bounded at 
each end by one of two bipolar adjectives (e.g. fast—slow, expensive—inexpensive) 

semiotics the science of how meaning is created, maintained and altered: focuses on signs, which are anything 
that conveys meaning, including words, pictures, music, colours, forms, smells, gestures, products and prices 

sensory discrimination — the ability of an individual to distinguish between similar stimuli using one of the senses 

sensory images well-defined mental pictures 

shaping the process of encouraging partial responses—for example, consuming a free sample—that leads to the 
final desired response—for example, purchasing at full price 

shopping orientation the particular approaches or patterns of external information search and outlet selection 
formed by consumers 

short-term memory _ that portion of total memory that is currently activated or in use; often referred to as working 
memory 

single-trait personality theories theories that stress one personality trait as being of overwhelming importance 

situation a set of factors outside of, and removed from, the individual consumer or the stimulus object (e.g. a 
product, a television advertisement) to which the consumer is reacting (e.g. by purchasing a product or viewing 
a commercial) 

situational influence the influence on purchase decisions of the physical surroundings, social surroundings, 
temporal perspective and task definition 

Sleeper effect the rule that states that a message that would induce attitude change if associated with a positive 
source will often not do so if associated with a source of low credibility. However, under at least some conditions, 
the discounting of the message caused by the non-credible source will dissipate over time, and the message will 
produce attitude changes similar to those delivered by a credible source 

social class social standing, or societal rank 

social-class system hierarchical division of a society into relatively distinct and homogeneous groups with respect 
to attitudes, values and lifestyles 

social learning theories theories that emphasise the environment as the important determinant of behaviour; 
compare individual personality theories 

social risk a consumer's perceived risk to his or her public image as a result of the purchase of a product 

social status ranking of individuals on a number of observable characteristics that represent underlying values 
their culture holds to be worthwhile 

social surroundings the presence of other people who could have an impact on the individual consumer's 
behaviour 

societal marketing concept theory that has evolved from the marketing concept, and takes into account a 
broader perspective of the role of business; suggests that, while profit is a major objective for organisations 
providing goods and services, organisations must also consider the wider consequences for society 

source credibility the degree to which the source of the message is viewed as credible by the target market 

spillover sales the additional items purchased by customers who have come specifically to purchase an advertised 
item 

spread purchase behaviour in which the product is purchased with some degree of continuing regularity 

Starch scores the most popular technique for evaluating the attention-attracting power of print advertisements: 
respondents are shown advertisements from magazine issues they have recently read, and indicate which parts 
of the advertisements (headlines, illustrations, copy blocks) they recall reading 

Status crystallisation degree of consistency on all status dimensions 

status-oriented individuals individuals who are heavily influenced by the actions, approval and opinions of others 

stimulus discrimination — the process of learning to respond differently to somewhat similar stimuli 

stimulus generalisation principle that, whenever a response is learned in one stimulus situation, other stimuli 
similar to those in the initial situation acquire some tendency to produce that response (often called the rub-off 
effect) 

stockout — situation that occurs when a store is temporarily out of a particular brand or product 

stockpiling buying goods ahead of anticipated needs 

store atmosphere _ the way the store’s internal environment affects the shopper's mood and willingness to visit and 
linger; influenced by such features as lighting, layout, presentation of merchandise, fixtures, floor coverings, 
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colours, sounds, odours, dress and behaviour of sales personnel, and the number, characteristics and behaviour 
of other customers 

straight rebuy organisational purchase situation where standard items are repurchased under a contract, or 
commodity-type items used in manufacturing assembly are repurchased; the purchase is typically made by one 
individual 

strength of learning the intensity and duration of the learned response 

subculture a segment of a culture that shares distinguishing patterns of behaviour; also called microculture 

surrogate indicator an attribute, such as price, used to estimate the level of a different attribute, such as quality 

survey systematic way of gathering information from a large number of people; generally involves the use of a 
questionnaire, and either activity analysis, product analysis or problem analysis 

symbolic performance _ the aesthetic or image-enhancement performance of a product 

tachistoscope a slide projector with adjustable projector speeds and levels of illumination; advertisements are 
tested to determine at what speeds elements such as the product, brand and headline are recognised 

task definition the reason for engaging in the consumption behaviour; the task may reflect different buyer and 
user roles anticipated by the individual; general task definition (e.g. gift giving) and the specific task definition 
(e.g. gift-giving occasion) influence purchase behaviour 

temporal perspectives situational characteristics that deal with the effect of time on consumer behaviour 

terminal materialism the acquisition of items for the sake of owning the items themselves; compare instrumental 
materialism 

terminal values — values that relate to preferred states of being 

theatre tests involve showing commercials along with television shows in a theatre; some theatres have dials at 
each seat which viewers use to indicate their interest (attention) in the show or commercial 

treatment group group in which an independent variable is changed (or introduced) and the change (or lack) in 
the dependent variable is noted 

two-price advertising comparison of actual price charged by a company with its previous or normal price; for this 
process to be legal, the prices being compared must be genuine and accurate, and the savings implied must be 
real 

two-sided message advertisement presenting both good and bad points about a product; see one-sided message 

underclass the permanently and chronically disadvantaged group that is ‘outside’ the traditional class structure 
and ‘under’ the working class; this group is made up of the unemployed, homeless, sick and poverty-stricken 
members of society 

upper class group in society made up mainly of employing groups, large landholders, financiers, entrepreneurs 
and some self-employed people, managers and professionals; compare middle class 

usage rates measurements of consumption within a specified product category 

usage situation the situation in which the purchased product or service will be consumed 

values _ widely held beliefs about what is acceptable and/or desirable 

voluntary recall recalls that are the result of customer complaints, or are undertaken by the manufacturer if 
further testing indicates faults, or if the manufacturer is aware of actual or near injuries; the public is generally 
advised of these recalls through notices in the media or in retail outlets that stock the product, and/or through 
the Australian Competition and Consumer Commission or the Australian Consumers Association (ACA) in 
Australia and the Ministry of Consumer Affairs or the Consumers Institute in New Zealand 

Warner's Index of Status Characteristics (ISC) system of measurement of social status based on four socio- 
economic factors: occupation, source of income, house type, and dwelling area 

Weber's Law the law stipulating that, the higher the level of a stimulus, the greater the change required to that 
stimulus if the change is to be noticed by the consumer 

word-of-mouth communication informal communication between consumers about products and services 
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purchase behaviour, 1.3, 17.3 
see also repeat purchase behaviour 
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price &, 5.2, 5.13, 5.14 
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4.25, 7.3; 7.13, 718-721, 9.12, G9 
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seealso advertising 

repositioning (brand), 9.24 

repurchase decisions, 19.18 
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resale-price maintenance, 20.19 
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mood &, 2.15 
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2.16, 6.17 
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size & location of, 6.8 
unplanned purchases &, 6.14-6.19 
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see also personal selling 
sampling, A.3-A.4, G.9 
sampling frame, A.3, G.9 
sanctions, 15.4, 15.6, 15.13, 18.7, G.9 
satisfied consumers, 7.11, 7.12-7.13, 7.14, 
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self-expression orientation Japan 
VALS), 13.17, 13.18 
self-governance need, 10.6, 10.7 
Self-innovators segment Japan VALS), 
13.18, 13.19 
self-orientations (SRI), 13.7 
self-oriented values, 12.10, 12.11, 12.12, 
18.8, 18.9, 18.10, 18.15-18.18, G.10 
self-perceptions, 12.16 
self-regulation, 20.9-20.12, G.10 
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slogans, CS2.2, 10.5, 10.7, 10.21, 10.22, 
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social standing, 17.2-17.3, 1712, 17.20 

social status, 1.22, 4.20, 13.3, 17.2, 17.5, 
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stockout situations, 6.12, 6.13, 6.18-6.19 
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store exteriors, 2.8 
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13.13 
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5.14, G.11 
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trade-off complexity, 16.17 

Trade Practices Act (1974), 20.5, 20.6, 
20.7, 20,12, 20.16, 20.17, 20.19, 
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VALS), 13.17, 13.18 
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transitional shoppers, 4.22, 4.23 
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unit pricing, 5.11, 8.19 
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user role, 14.11 
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